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PROCEEDINGS. 



FIRST DAY. 

The Convention was called to order at 11 o'clock a. m., by C. P. 
Ellerbe, President, who addressed the Convention as follows : 

Gentlemen of the Convention: — It is with a great deal of 
pleasure that I welcome you to St. Louis, and I am more than glad that 
so many members of the Convention are present, although we cannot 
help regretting the absence of some who have heretofore been in con- 
stant attendance with us. 

You meet, gentlemen of the Convention, at a time when new 
importance has been given to the system of regulation of insurance 
interests (which nearly all the States have adopted in one form or 
another), by the re-affirmation and extension of certain principles of 
constitutional law by the highest judicial body of our country. 

The doctrine of non-interference by the Federal Government with 
the rights reserved to the several States to administer their domestic 
affairs at their own pleasure, has been repeatedly affirmed by the 
Supreme Court of the United States. Included in the domestic affairs 
of a State, are the rules and regulations by which corporations of other 
States may acquire the right of transacting business within its borders. 

In the first place, upon this subject, in Paul vs. Virginia, it was 
held that " a corporation being the mere creation of local law, it can 
have no legal existence beyond the limits of the State where created, 
and its recognition by other States depends wholly upon the comity 
between them ; and so may be excluded or admitted under restrictions 
imposed by them at pleasure." 

In the same case, it was also held that a policy of insurance was 
not an article of commerce, that the issuing of insurance contracts was 
not a transaction of commerce, that the business of insurance was not 
subject to the constitutional power of Congress to regulate commerce 
between the States. 
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In Pembioa Mining Co. vs. Pennsylvania, the decision last quoted 
from was referred to and reiterated, and it was further held that a cor- 
poration is not a citizen within the meaning of the constitutional declar- 
ation that " citizens of each State shall be entitled to all the privileges 
and immunities of citizens in the several States." 

In Wall vs. Equitable Co., the Paul vs. Virginia decision in 
respect to the right of a corporation beyond the limit of the State of 
its creation, was restated, and with the further emphatic declaration, 
in effect, that neither corporation or patron (policy holder) could waive 
the provision of any statute which determined the relations between 
the parties. 

The last decision, it would seem, settles the question for all time, 
and makes it now imperative (if the States desire to preserve towards 
insurance companies a relation of comity which will protect and pre- 
serve a great system which has indemnification for losses by death, by 
fire, by storm, by casualty, by moral turpitude, as its aim) that imme- 
diate steps be taken to reform the laws so that uniformity of. supervision, 
of burdens of taxation, and of procedure in business methods, and 
equality in the rights of policy holders may be secured. 

Such uniformity can best be secured by concerted action of the 
members of this body, and the acknowledged leaders in the several 
great divisions of the insurance system ; because it is here only that the 
experiences of supervision and the needs of the companies can be related 
and collated. 

I may say here, at the risk of contradicting the convictions of some 
of our wide-awake journalists, that, in view of the attitude of the 
Supreme Court of the United States, it does not seem that National 
supervision is to be attained in any near future. The suggestion has 
been made that the supervision of National Banks by the Federal gov- 
ernment might be taken as an example to be followed in relation to 
insurance. I submit that if a fair comparison be instituted between 
National Bank supervision and the present system of insurance super- 
vision, the result will not prove disastrous to the latter. In the pre- 
vention of loss to creditors it will be found that departmental oversight 
of insurance companies has been more successful than bank examining 
to a marked degree. On this topic it may also be safely said, that if 
harmony of the laws regulating insurance can be accomplished, objec- 
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tions to the system of supervision will be made only by those who 
deserve to suffer by its operations. 

^ Twenty years ago, the laws of the several States were so widely at 
variance, that through the influence of the Superintendent of the Insur- 
ance Department of New York, co-operating with the heads of the fire 
and life insurance interests, this Convention was called into being, and 
the first attempt by united effort was made to obtain amendments "to 
the statutes regulating insurance. It was the good fortune of some of 
the then supervising officers and their successors, to have their recom- 
mendations and opinions upon matters within their province, receive 
careful attention and given great weight by the executive and legislative 
departments in their respective States. Good progress was made dur- 
ing the ten years from 1871 to 1881, in the direction of harmony. But 
the result of the disastrous period from 1876 to 1880, in life insurance, 
and the new ideas of fire insurance methods springing up about the 
latter year resulted, in many of the States, in the interjection of per- 
sonal grievances into the statutes ; and there is now quite as much, if 
not more, diversity of requirement than there was a score of years ago. "J 
Among the particular features of regulation which need early - 
attention is first of all the establishment of a uniform rule of non-tbr- 
feiture in life insurance. The question of when the surrender value 
shall first be applied, as at two or three years after entry ; what the 
surrender charge shall be ; whether the commutation charge shall be 
to extension of the full policy or to a reduced paid up policy to mature 
as the original, may be well enough left to a commission of members of 
this body and the members of the chamber of life insurance, or the 
Actuarial Society, for determination. What the State should insist 
upon is that the companies shall recognize the right of the lapsing 
policy holder to an equitable portion of the reserve on his policy, to be 
applied unconditionally — without any act whatever on his part — to the 
continuation of his insurance in the form and amount agreed upon. 

Second. The adjustment of the rules for assessment, levy and 
collection of taxes. The need of this is so apparent that it is unneces- 
sary to point out now the inequalities existing. 

This may apply with more force to the Insurance Department 
with which I am connected than some others, because our Department 
is charged with the enforcement of the laws upon the subject of tax- 
ation. That brings to our knowledge the laws of every State of the 
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Union upon the subject of taxation of insurance companies, and I want 
to say that with one or two notable exceptions, there are no two of them 
alike, and it would take even a greater man than a Philadelphia lawyer to 
define the requirements of all the States. It is the imposition of un- 
necessary burdens upon the insurance companies in the payment of the 
tax, in the cost of complying with the laws, and not so much in the 
amount of the levy, which needs the attention of this body. 

Third. The matter of retaliation. Burdens of regulation are 
limited by the number of States which impose them. In dealing with 
them, ostensibly in the interest or protection of the companies of his 
own State, every supervising officer is confronted in many cases with a 
harsh and unpleasant duty. He may with a clear conscience feel that 
it is a just retaliation when the burden to be met is one which has been 
imposed under no substantial principle in political economy, through 
legislative ignorance, mere caprice or State obstinacy, and has no com- 
pensating advantage to the people, or to the company imposed upon. 
Such a feeling obtains where the conditions precedent to the admission 
of a company, is a special deposit for the exclusive protection of the 
company's own patrons in the State, the infliction of extraordinary 
licenses, or the valuation of a life company's policies. In cases where 
the burden is greater than the law of his own State prescribes, but is in 
harmony with a proper constitutional principle or with reasonable and 
uniform practice in the revenue system of the other State, the Super- 
intendent will have just doubts of the fairness of a rigid retaliation. It 
is suggested that the laws might be modified so as to more strictly 
define the department duties, or give its commissioner more discretion, 
in such cases. This criticism applies to the retaliatory laws of the 
majority of the States in the Union. 

Fourth. The policy of restricting the kinds of business which 
an insurance* company may do. In many States the rule of restriction 
to one kind, or two kinds at most, prevails. In others charters may be 
obtained, containing a variety of objects of insurance, many of which 
seem to be inconsistent with each other. Companies doing four or five 
or more kinds of business, have been in the discretion of as many com- 
missioners, licensed to do one kind in one State, another kind in another 
State, one or two more kinds in still another ; and in each of these 
States refused the right to transact any other sort. Companies char- 
tered to do a multiple business have been kept out of some States as to 
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any of their privileges. This condition of things gives a good deal of 
annoyance to insurance departments; not the least of which is the 
attempt to instruct a commissioner in his duty when the real question 
involved is not between his State and some other, but between two 
others a long way off from his bailiwicK. This subject needs a delib- 
erate consideration, and in whatever, direction the result may be, there 
should be no variance between "the States in the principle agreed upon. 

Fifth. The necessity for prompt and harmonious action in the 
modification of the laws, by which the infamous bond schemes have been 
imposed upon a credulous people ; and as to which, I am sorry to say, 
my own State is not altogether free from blame, though not quite so 
bad as some of our brethren. 

Sixth. The propriety of uniform policies for fire insurance com- 
panies, and perhaps for 9II kinds of insurance other than life. If uni- 
formity be decided upon, then the propriety of a clause under which 
companies may attach conditions covering particular cases will be a 
subject of further consideration. 

Lastly. The two committees appointed by the last Convention 
and charged with special duties will, as I am informed, make reports 
recommending radical changes in matters of practice. One covers the 
form of blank for companies other than life. The other relates to the 
reserve for fidelity insurance. Both committees have devoted much 
time during the past summer to the work before them, and their con- 
clusions will dfemand your attention. 

To all of these subjects and others which may be of immediate * 
necessity, let careful consideration be given at this session, and the 
most important of them formulated into desirable amendments to exist- 
ing laws or new statutes to which we all may agree. The several 
members of this body will then be prepared to submit the proposed 
changes to the Legislatures of their respective States, and if their 
official recommendation is supported, if necessary, by that of men most 
competent in such matters, who have nothing but public interests to. 
subserve and who make their argument in a comprehensive address, 
and not after the manner or by the methods of a lobby, it is believed 
that the desirable changes may be secured. At all events a beginning 
is attainable, and if no sweeping innovation of the kws is attempted to 
be forced through, the hoped for uniformity may be brought about and 
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become permanent. In line with this, the rules of practice — lex non 
8cripta — of the Departments may be made uniform, certain and less 
onerous. 

It may be of interest to add that the American Bar Association 
has met with a considerable degree of success, attained in the mode 
indicated, under circumstances milch more adverse than our Association 
will find. This Bar Association is composed of delegates from various 
associations throughout the country ; all voluntary organizations hav- 
ing no official status. The central association has proposed to itself the 
task of procuring uniform statutes in the several States upon several 
subjects. The laws sought to be changed in many instances have been 
standing for a century. To attempt to change them is to encounter 
conservatism and inertia of the highest degree, yet the voice of the 
main organization confirming the advocacy of local associations has 
been potent to secure a number of changes throughout the States in 
favor of uniformity. 

The President. Gentlemen of the Convention, the first order of 
business will be the calling of the roll of States. Before that, however, 
the Secretary will read the Call of the Convention, or such portion of 
it as may be necessary. 

The Call is as follows : — 

The Twenty-second Annual Session of the National Convention of 
Insurance Commissioners of the United States will be held at St. Louis, 
on Wednesday, September 30th, 1891. States without separate Insur- 
ance Departments may be represented by officers having supervision of 
insurance in their respective States or by persons officially appointed 
by their respective Governors. Officers or employees of insurance 
companies are not eligible as members of this Convention. 

Boll call showed the following representation : 

Colorado. — N. S. Hurd. 
Georgia. — William A. Wright. 
Illinois. — J. J. Brinkerhoff. 
Iowa. — Stewart Goodrell. 
Kansas. — W. H. McBride. 
Louisiana. — Simeon Toby. 
Maine. — W. D. Whiting. 
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Mainland. — J. F. C. Talbott and J. J. Jackson. 

Massachusetts. — Geo. S. Merrill and W. S. Smith. 

Minnesota. — Elmer H. Dearth. 

Missouri. — C. P. Ellerbe, A. Van Wormer and A. F. Harvey. 

Nebraska. — Thos. H. Benton and M. E. Wheeler. 

New Hampshire. — John C. Linehan. 

New York. — Isaac Vanderpoel. 

North Dakota. — A. L. Carey. 

Ohio. — W. H. Kinder and J. H. McEwen. 

Pennsylvania. — Geo. B. Luper. 

Rhode Island. — Albert C. Landers. 

Texas. — J. E. Hollingsworth. 

West Virginia. — W. H. Dyer. 

Wisconsin. — W. M. Root and H. S. Vail. 

The list of respondents was referred to the Executive Committee, 
Messrs. Merrill, Landers and Kinder, who reported the following 
gentlemen to be properly entitled to seats in the Convention : ~ 

Colorado. — N. S. Hurd. 

Georgia. — William A. Wright. 

Illinois. — J. J. Brink erhoff. 

Iowa. — Stewart Goodrell. 

Kansas. — W. H. McBride. 

Louisiana. — Simeon Toby. 

Maine. — W. D. Whiting. 

Maryland. — J. F. C. Talbot. 

Massachusetts. — Geo. S. Merrill and W. S. Smith. 

Minnesota. — Elmer H. Dearth. 

Missouri. — C. P. Ellerbe, A. Van Wormer and A. F. Harvey. 

Nebraska. — Thos. H. Benton and M. E. Wheeler. 

New Hampshire. — John C. Linehan. 

New York. — Isaac Vanderpoel. 

North Dakota. — A. L. Carey. 

Ohio. — W. H. Kinder and J. H. McEwen. 

Pennsylvania. — Geo. B. Luper. 

Rhode Island. — Albert C. Landers. 

Texas. — Jr E. Hollingsworth. 

West Virginia. — W. H. Dyer. 

Wisconsin. — W. M. Root and H. S. Vail. 
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The President. There is a vacancy in the office of Secretary. 
The Secretary chosen last year having resigned, and the Executive 
Committee recommends Mr. Brinkerhoff for Secretary of the Con- 
vention. 

It was moved and seconded that the report of the Committee as to 
the membership of the Convention be adopted. The report was adopted. 

J. J. Brinkerhoff was elected Secretary of the Convention and 
assumed the duties of his office. 

The President. We have here representatives of the several 
insurance interests over which we have supervision who desire to be 
heard as to certain matters which may properly come before this Con- 
vention. There is a memorial from the National Board of Life Under- 
writers, and also some representative of that body here, and there are 
several gentlemen from the Board of Fire Underwriters. I imagine 
that the proper course to be taken would be to refer these gentlemen to 
the Executive Committee, so that conference may be had with the 
gentlemen who desire to be heard ; and that upon that committee's 
report the matters may be sent to the proper committees who can hear 
the arguments that are made and submit them to the Convention. If 
the Executive Committee deem it proper to do otherwise or prefer that 
an address be made to the Convention, it is all very well. The com- 
mittees will have to be reorganized — that is the duty of the chairman, 
as I understand it — and at the noon recess, after conference with the 
Executive Committee and the Vice-President of the Association, new 
committees will be announced, with whatever changes may be necessary. 
One of the first matters to be presented to this body is the memorial 
from the National Board of Life Underwriters. 

The memorial was read by the Secretary, and is as follows : — 

C. P. JEllerbe, Esq., President National Convention of Insurance Com- 
missioners, St. Louis : 

Dear Sir — Your esteemed letter addressed to T. D. Kimball, 
Esq., President of the St. Louis Association of Life Underwriters, sug- 
gesting the consideration of the question of advisability of the National 
Association of Life Underwriters sending representatives or presenting 
a memorial to the National Convention of Insurance Commissioners to 
be held in St. Louis in September, for the purpose of setting before that 
body opinions of the National Association of Life Underwriters upon 
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any matter which may be within the scope of the deliberations of the 
St. Louis assembly, was read at the National Convention at Detroit and 
was referred to the Executive Committee with full power to act upon 
the subjects 

The Executive Committee appointed a special committee to give 
the matter proper attention ; the committee now have the honor of sub- 
mitting to you their report : 

In behalf of the National Association of Life Underwriters we 
desire to express to you our hearty appreciation of your courtesy in 
affording an opportunity for suggesting questions which our Association 
might deem worthy of the consideration of your Convention. 

The work of reform in methods and the enactment of State laws, 
undertaken by local life % underwriters associations and our National 
Association, can be greatly encouraged and augmented by the hearty 
sympathy and co-operation of the State supervising officers composing 
your National Convention. Much valuable aid has been rendered by 
them in States where wise legislation has been secured and improved 
methods adopted for promoting the interests of true life insurance. 

We, therefore, beg leave to submit to your favorable consideration : 

First. The importance of using every possible means to enforce the anti- 
rebate laws in all States where they exist and to further the enactment of them 
in States where they do not exist. 

It has been clearly proven that the benefits to be derived from them 
are invaluable in the elevation of our business in public estimation and in 
the promotion of the welfare of company, agent and policy holder, and 
we earnestly hope that the different members of your Convention will 
give their influence and support in the enforcement and extension of 
these laws. 

Second. We believe that the fraudulent, short-term "Bond and Endow- 
ment" Societies, which have prevailed to a disgraceful extent in some States, 
should be brought to a speedy end, and all possibility of their future existence 
prohibited by law. 

It is gratifying to know that such organizations have been effect- 
ually suppressed in many instances by the timely and vigilant labors of 
the State supervisors, and we wish to express our hearty and united 
sympathy in all efforts made in this praiseworthy direction, and to 
recommend the persistent adoption of measures and means that will 
result in the expose and final extinction of all schemes of this kind. 
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Third. We suggest that a careful and scrutinizing examination be made of 
that cJass of assessment associations which are organized, not for any benevolent 
object, but for the purpose of securing money from the credulous and unwary. 

We note with satisfaction the worthy example that has been set 
in this direction by some Commissioners, who have of late been engaged 
in thorough investigations, with results which reflect much credit 
upon them. 

Fourth. We desire to ca 1 your attention to the practice, disreputable and 
injurious in the extreme to the interests of legitimate life insurance, known as 
"company and agent attacks upon rivals," in the use of anonymous,' misleading 
and abusive literature. 

There is no evil existing more deserving of condemnation and 
more distasteful to the large class of men of honor and character engaged 
in the noble pursuit of life insurance than fliis, and especially is it so 
when it emanates, as it too often does, fr6m men holding official 
positions of high and sacred trust who should be examples of better 
things — greater dignity and high-mindedness. 

Life insurance is a professional business and should be governed 
by a course of ethics as are the professions of law and medicine, and we 
appeal therefore to the members of your Convention' to discountenance, 
to the best of your ability, and as opportunity is afforded, this flagrant 
and damaging evil. 

Fifth. We recommend that, so far as in accordance with the wisdom and 
judgment of your Convention, efforts be made for the removal of all State taxation ; 
or, if this is impracticable, that it be reduced to the minimum, and uniformity of 
State laws regulating it be sought, thereby correcting existing laws that are 
restrictive, in States imposing excessive taxation. 

Permit us to state, in conclusion, that there are now twenty-three 
local life underwriters associations, representing nearly as many States, 
admitted to membership of our National Association, in active and suc- 
cessful operation, and working in harmony and sympathy to promote 
the highest interests and success of our business, and we ask that these 
associations shall have your earnest support and co-operation. By this 
means, the National Association of Life Underwriters, which marks a 
new era in the history and progress of life insurance, through its mem- 
bers, and the National Convention of Insurance Commissioners) having 
in view in its deliberations the best measures and means for guarding 
and perpetuating this benign institution, through its members, shall by 
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their united efforts prove powerful factors in the onward course of one 
of the most potent forces existing for the promotion of the welfare and 
happiness of mankind. 

Respectfully submitted, 

Henry C. Ayers, Chairman, 
Chas. H. Raymond, 
Wm. Ratcliffe, 
E. H. Plummer, 

0. E. TlLLINGHAST, 

Pittsburgh, September 15th, 1891. 

The President. What disposition, gentlemen, shall be made of 
this memorial ? 

Mr. Luper. I move you that we refer it to the proper committee. 

Mr. Dearth seconded the motion. 

The President. It will then be referred to the Committee on 
Legislation. That committee as well as all others will be filled at the 
noon rece&s. 

The next order of business before us is the report of committees 
appointed by the last convention. The record shows there was a com- 
mittee appointed upon the subject of blanks, of which, I believe, Mr. 
McEwen, of Ohio, is the chairman. 

Mr. Kinder. Mr. McEwen expected to get here this morning, 
and I am confident he will be here during the day. He has with him 
the report of that committee. 

The President., Has the Executive Committee a report ready, 
or do they desire further time ? 

Ma j. Merrill. Mr. President, in the line of your suggestion, 
after the adjournment of this session the gentlemen representing any 
of the several interests will kindly report to the Executive Committee 
so that we know what questions will come from any bodies for our con- 
sideration ; then the committee will take them into consideration and 
will make a recommendation as to what committee they shall be 
assigned to ; but with that exception the Committee has no report to 
make now/ 

The President. In accordance with that suggestion, I would 
ask that those gentlemen who are here and who have been invited here 
to present such matters as they may see proper, as well as any others 
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who have any suggestions to make, will please report to the Executive * 
Committee, of which the Commissioner from Massachusetts, Maj. 
Merrill, is the Chairman, at the recess, so that the subjects may be 
properly assigned for discussion. 

Another committee appointed by the last body was one upon the 
subject of " Guaranty Insurance " of which Mr. Luper, of Pennsylvania, 
is Chairman. 

Mr. Luper. Please indulge us until this afternoon. I think we 
will be ready this afternoon. 

Maj. Merrill. I move that the address of the President, with 
these several suggestions, be referred to a special committee of five. 
I desire to say, as I am already on two other committees, I do not wish 
to be placed on that committee. I make that motion. 

Seconded by Mr. Talbot, of Maryland. 

The motion prevailed, and the Chair appointed as a special com- 
mittee on the President's address, Messrs. Luper, of Pennsylvania ; Mr. 
Kinder, of Ohio; Mr. Smith, of Massachusetts; Jir. McBride, of 
Kansas ; and Mr. Vanderpoel, of New York. 

Mr. Luper. Mr. Chairman* in line with the order of business I 
would like to offer this resolution, which might be referred to the 
Executive Committee, so that the people representing those interests 
may be heard : 

Whereas, the fire waste of this country has reached the enormous figure of 
more than one hundred million dollars per annum, and 

Whereas, it has been fully demonstrated that a large percentage of this 
stupendous consumption of the material resources of the country is directly trace- 
able to incendiarism, fault and even criminal methods of building canstruction, 
the want of proper legal regulations for the selling and storing of combustibles, 
and the failure of municipal governments to enact and enforce ordinances against 
the use of fire crackers and fire works, therefore be it 

Resolved, that it is the sense of this Convention that adequate laws should 
be enacted by the several States providing for official investigation of the causes 
of fires and providing for prosecutions when incendiarism or any criminal neglect 
is the cause of fire. 

The President. It is moved, I believe, that this be referred to 
the Executive Committee. 

Mr. Luper. That is the request, yes. 

The President. If there be no objection this will be referred to 
the Executive Committee. 
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Mr. Dearth. Outside of the line of regular business, I will sug- 
gest that the papers that were prepared be now read before the recess, 
so that they may be referred to the proper committees. There are 
only two, I believe. 

The President. Before that is done, I desire to say, gentlemen, 
that it is of importance that we give close attention to the meeting of 
these committees. The committees will be reorganized at the noon 
recess, and various subjects which will come before the convention will 
be referred through the Executive Committee to the several commit- 
tees, which committees will, I trust, give a patient hearing to whatever 
matters may come before them and make a report back to this body, so 
that we may accomplish the object of our meeting. Two papers will 
be read before the Convention ; one by Mr. A. F. Harvey, of the Insur- 
ance Department of Missouri, and the other by Mr. Whiting, the 
representative of the Insurance Department of Maine. 

Mr. Harvey 'then rose and read the following paper on " Fidelity 
Insurance and Judicial Suretyship." 

The business of guaranteeing the faithful discharge of duty by persons in 
places of public or private trust, is the outgrowth of an organization effected, 
about 1720, at the Devil's Tavern in Charing Cross, England, to "ensure masters 
and mistresses from loss by theft of servants registered on the books of the 
Society." The outgrowth was a long time bearing fruit. In 1840, in an article 
upon Life Insurance, in the Dublin Review, Prof. DeMorgan devotes a couple of 
pages to showing how a rate of contribution from members of a society, for a 
given time, could be established whereby the members should be reimbursed for 
losses by fraudulent acts against themselves by their employees. , 

In 1842, the "Guaranty Society's Act" was passed by parliament. 

In 1853, in the insurance laws of New York, the business makes first appear- 
ance in the United States, in the permission granted for the organization of com- 
panies to guaranty the fidelity of persons holding places of public or private trust. 
In 1859, Parliament authorized the formation of several companies to become 
sureties in certain cases where formerly individual bondsmen had been required. 

The history of guaranty insurance is not voluminous. An article in Hunt's 
Merchants' Magazine, Page 418, Vol. 10, 1839, on the "Sound Principles of Guar- 
anty and Suretyship," in which the obligations as well as rights of guarantors, are 
described, is commended for perusal by persons who have an itching for promot- 
ing a new fad, without having fitness by education for the business; just as 
twenty-five years ago hundreds of men came forward to promote life insurance, 
or as thousands have recently built up the bond schemes, without the first inkling 
of knowledge upon the subject, or with just ignorance enough to establish a 
swindle. 

In the Bankers Magazine (N. Y.) Vol. 5, p. 89; Vol. 32, p, 590; and Vol. 34, p. 
419, are articles containing some points of interest. 
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For some historical facts of the period begining in 1859, I am indebted to The 
Insurance Age; and I copy from its article in the July number the following for 
the purpose of reinforcing an individual opinion growing out of the operations of 
companies in the United States. 

The Age says ; 

"In 1859 the European Society's Act was passed, which authorized the 
Peoples' Provident Assurance Society to be changed to the European Assurance 
Society, and granting the right to heads of departments and others to take the 
guarantee of a society in lieu of other securities theretofore required to be given 
by individuals. 

"Continuing down to the year 1867 we find that an act was passed enabling 
companies possessing certain qualifications to be accepted as surety for the 
honesty of any person, or the becoming answerable for the act, default or miscar- 
riage of another in lieu of personal securities. This was the first time in the his- 
tory of corporate suretyship that substantial recognition of its system and 
methods had been given. Subsequent events, however, disclose the fact that un- 
holy use of the parliamentary privilege was made. In 1875, all of the prerogatives 
of the companies organized under the act of 1867 were repealed and in lieu thereof 
the Societies' Act, or the Government Officers' Act was passed making other pro- 
visions respecting the guarantee of one's honesty. 

'.'It must not be understood that the repeal of this act was in any sense in 
opposition to the principles of fidelity insurance. It was, on the contrary, a step 
in the direction of restricting corporations from transacting various forms of 
business under one head. It was a powerful blow against the organization of 
companies attempting to assume or incure liabilities of an almost inextinguishable 
nature under one administration. The opposition arose from the involved condi- 
tion of the European Assurance Society, which had undertaken to a*ssume the 
liabilities of other corporations created not only for the issuance of guarantees 
against loss by acts of dishonesty, explosion of steam boilers, damages or loss by 
accident but other forms of insurance as well. It conclusively demonstrated the 
danger of a company undertaking to conduct various kinds of insurance under 
one form of administration. The prolonged litigation which followed was a 
marked era in the insurance history of England. No fewer than thirty-nine com- 
panies which had transacted various forms of insurance were taken under the pro- 
tection of the European Assurance Society, which was ultimately drawn into the 
whirlpool of insolvency finally resulting in the repeal of all the acts affecting fidel- 
ity insurance and the adoption of a "Treasury Minute," upon which basis they 
now act and transact business." 

By an amendment in 1879, to the New York Law of 1853, the business of any 
corporation organized thereunder was restricted to the transaction of only one t>f 
the kinds of insurance indicated in the Second Department of the Act. 

In some other States the intention of the Jaw-makers was to restrict business 
to one kind, or at most two kinds, but advantage has been taken of a loosely drawn 
general provision, at the end of the classification, as in Missouri, where compan- 
ies have been admitted which take upon themselves a variety of risks. Where a 
well defined policy in the mode of chartering insurance companies has been estab- 
lished, the restriction as to the kinds of insurance which a company may do, has 
been rigidly enforced. 



PROCEEDINGS. 17 

The opinion reinforced by the extract quoted, and by the language of the re- 
strictive laws, is that under no circumstances whatever should two or more kinds 
of insurance, which in any degree are incongruous in the nature of their several 
hazards, be done by the same corporation ; or if authorized under one charter, 
that there should be a division and assignment of the capital stock to each kind 
and a distinct accounting of receipts and disbursements of assets, liabilities and 
results for each. And particularly so in the matter of Guaranty Insurance, for the 
particular reason that it is a business in which moral hazard alone is involved, and 
in that, the risk is wholly unlike any other which is the subject of an indemnity 
contract. 

The incongruity between Guaranty Insurance, or Corporate Suretyship, and 
Fire and Marine Insurance; and between the latter two and insurance against cas- 
ualties of other kinds, is so marked that I think but one attempt has ever been 
made in this country to couple fire and marine business with any of them. Com- 
panies have been chartered to do life and fire business, but no one of them has 
dared go before the public to solicit both sorts of risks. In Missouri, life com- 
panies are admitted whioti do also the business of accidents to persons, but only 
upon the express stipulation of the law, that there shall be separate accounting. 
New York requires a similar separation of accounts. 

In Pennsylvania many of the fiduciary companies are authorized to do also 
certain forms of insurance; but the permission as to Fidelity and Judicial business 
is limited to state lines. The Provident Life and Trust goes out of the state with 
its Life business, but upon an accounting in which the trust business does not ap- 
pear in any aspect. 

In some Slates, say Missouri, for example, there have been authorized the 
the formation of Trust Companies, with power to transact Fidelity Insurance and 
Suretyship wherever they can get the business to do; but the door has been 
opened to an infinite deal of mischief in not providing for a separate accounting, 
and by neglecting to limit the liability under their fiduciary transactions to 
dangers outside of their own doors; or rather by permitting under ceitain busi- 
ness methods their own officers to involve their companies in cases where they 
are themselves the beneficiaries under the liability created. Investments in, and 
loans upon collateral of bonds and stocks of corporations, the officers and stock- 
holders of which are the same persons who are officers and stockholders of the 
Trust Company, are likely to cause such a commingling and confusion of interests 
as to suggest doubt of the disirability of such a condition of affairs. 

A, B, C and D, have no money. They organized a company to convert trees 
into boards call it a Lumber Association, and are elected officers and directors, 
and subscribe the stock. They issue bonds. They are also directors and stock- 
holders of a Fiduciary Company. They present their bonds as a Lumber Company 
ifco themselves as a Trust Company with an account of plant As trustees they 
endorse their own lumber bonds and sell them; with the proceeds they pay 
themselves for their stock, put up a mortgage on their plant, and go to sawing 
wood for a profit. But they are a debtor to themselves, and if, as a debtor com- 
pany, they become involved, they might not as a creditor company, be able to 
occupy the independent position or take the vigorous action necessary to protect 
their interests in the latter capacity. 
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Id the ordinary disposition of human nature, officers of a company, interested 
on both sides of the question, may not be able to consider the value of securities 
with that acuteness and rigidity of judgment essential to the safety of the cred- 
itor company; that is to say, their judgment may readily be bent to the side of 
personal interest as against interests which outside patrons of the corporation 
might have. One who borrows from himself is apt to hold the dangerous opinion 
that he is himself a safe debtor. This danger is absolutely prohibited in New 
York, and I think in Pennsylvania. It is too important to be neglected, in any 
place where interests of Fid lity Insurance or Suretyship are invo vcd. 

Noth withstanding the vote-bidding planks in party platforms and the indis- 
criminate and unreasoning assaults by the farmer and reformer politician upon 
the commercial and manufacturing trusts, there have been, is and will be great 
advantages in the operations of great corporations over great extent of territory 
and dealing with great numbers of people. The Standard Oil Company has been 
a veritable poor man's friend. No matter how many millions of dollars have ac- 
crued to the pockets Of its stockholders, many more millions have accrued to the 
pockets of its customers by the cheapening of the household lights, as well as 
saved to insurance companies and property owners by the decrease of risk in the 
use of more highly refined product. The Sugar Trust has had a similar effect 
upan the popular pocket. But these great results have been brought about by 
the strict attention of each concern to one kind of business. If their managers 
had attempted a combination of their business, incongruity would have hindered 
if it had not defeated any desirable result. Coal Oil and Loaf Sugar are not har- 
monious and would not assimilate in going down the public throat. There is 
sometimes a degree of humor in efforts to do two kinds of business. Witness a 
sign on 9th street, in Washington City, on which is painted in big letters: "Floral 
Designs made to order. Clams on Ice." "Bonds issued to Bank Cashiers; 
Indemnity Contracts taken upon live stock," may be announcements of legitimate 
business separately; but have not a whit less of diversity of nature than there is 
between roses and quohogs, and are equally objectionable in combination. 

That branch of corporate suretyship which is commonly called court business 
— the issuing of bonds and undertakings in proceedings under decrees of court 
or in execution of judicial orders, presents another reason for the separation of a 
pure moral hazard risk from everything else. It is, that it will be difficult, even 
if it should ever be desirable, to depart from the custom established by statute as 
well as by common law, of requiring a justification by proposed bondsmen or 
sureties, at the time an obligation is entered into. It is not meant by this that 
corporations (which are now to take place of individual sureties) offering bonds, 
should actually be compelled to state their financial condition every time and upon 
the day that a bond is presented ; but that they should have their condition and 
affairs so well in hand, and so absolutely untrammeled by physicial or financial 
hazards outside of their existing guaranty contracts, that they could justify upon 
an hour's notice, whenever such acts should be demanded by a court. 

A Probate Court cannot— should not— be expected to suspend operations 
when an executor's bond is offered, to inquire into the standing of the corpora- 
tion in respect of a list of assets and liabilities extraneous to the particular line 
which would make it a competent surety; and sworn statements to the insurance 
departments, true when made, are frequently too far off to be depended upon, 
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when twice the value of a great estate is to be the measure of a company's capi- 
tal and uninvolved surplus. 

The court business, has one of the aspects of Life Insurance; as in th« bonds 
of administrators, , curators , executors, guardians, etc., where it is the interests 
of widows and orphans, running into a distant and indefinable future which are 
to be subserved and protected. 

In all these cases it may be many years from the date of the bond before the 
account is made, under which only, can the malfeasance, defalcation, neglect or 
other wrongful act insured against be disclosed ; and even then there is no abso- 
lute termination of liability when the bond is terminated. After the rendering of 
his final account, the formal discharge of an administrator, and the surrender of 
his bond, everything appearing correct up to that time, there still remains* a pos- 
sibility that during his administration something may have been done to the detri- 
ment of a beneficiary, which cannot be discovered until years afterwards ; but 
when discovered immediately restores the liability of the bondsman or boundeu 
corporation to full indemnity for the wrong. This contingent liability has a real 
existence, although so small that no measure for it has yet been discovered. In 
New York County in New York, estates of $482,000,000 of value had been wound 
up, to 1884, and not a dollar sued for after the final accounting. No claim has 
ever been made for damages, by reason of neglect, bad accounting, or fraud on 
behalf of any estate in St. Louis, after discharge of the administrator or curator 
since Hon. G. J. Woerner, came upon the Probate Bench, more than twenty-one 
years ago. 

In addition to what has been said of the incongruity between the business 
under discussion, and companies taking physical or life hazards, and in direct 
contradiction of my personal opinion that Fidelity Insurance and Judicial Surety- 
ship ma\ be done by one corporation as far as safety is concerned, because of the 
congruity— the moral hazard— of the risks in both lines of its work, (but also 
with the requirements of separate showing), I qu te from a communication from 
Fred. F. Nugent, Esq., formerly Secretary of the American Surety Co. of New 
York: 

'No form of insurance has been devised in the last century which affords so 
much protection to the affairs of deceased per-estate, the estates of married 
women, individuals or persons non compos mentis. It is a public benefactor, or 
it provides the means of enabling persons of limited means to secure suretyship 
upon the bonds which would enable them to get int j their possession the affairs 
of their deceased relatives, or persons non compos mentis as the case may be. 

''The business, however, is a business which Is sui generis, and ought not to 
be embarrassed by any other form of insurance under one management. The law 
should restrict the incorporation of companies in the transaction of more than 
one kind of business. In all the States where this judiqial corporate suretyship 
is recognized, the legislature have failed thus far to distinguish between fidelity 
insurance aud judicial corporate suretyship, they terming it as one class of 
business, or the business of fidelity insurance and surety business. This is all 
wrong. There is no consistent relation between fidelity insurance and judicial 
corporate suretyship; one is wholly and purely insurance, the other is not; it is 
suretyship pure and simple. The policy of the legislature of the State of New 
York, as hereinbefore mentioned, is to restrict the incorporation of companies to 
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transact do more than one kind of business, but it has failed to separate the busi- 
ness of fidelity insurance from judicial corporate suretyship. The practice even- 
tually leads to considerable confusion, trouble and embarrassment. Many of the 
Judges of the Courts of the State of New York are discriminating against compa- 
nies which do, in addition to a judicial business, a fidelity business. They say, 
let the fidelity insurance business take care of itself under one form of adminis- 
tration, and let the judicial corporate suretyship take care of itself under another 
and distinct organization. The fidelity business of any company thus organized 
interferes and materially affects the prosperity of a company transacting a judi- 
cial business. 

"The proposed revisions of Sections 5875 and 5885 of the Laws of the State 
of Missouri, with respect to the incorporation of companies for the transaction of 
more than one kind of business, is wrong, and companies thus organized will not, 
in my opinion, succeed." 

In some quarters wholesome laws are avoided by the contrivance of procur- 
ing charters in states where there is little or no law, by men living in a state 
where there is law and in which state the real headquarters of the business is 
to be established. This evasion has bc'en worked so as to prdcure authority for 
the transaction of an omnibus business in which Guaranty insurance is to be made 
a strong element. 

Where companies duly chartered to carry on two or more kinds of business, 
have their head offices, in fact as well as in theory, in the states where chartered, 
and have acquired vested rights which cannot be taken away without disaster, it 
would doubtless, for that reasou, be unwise to demand that they relinquish any 
part of their franchise; nevertheless even in such case, I think it would be to the 
advantage of the public, ana of more decided advantage to themselves, if such 
companies would change their methods of the presentation of their claims to 
public confidence, and permit each tub of their business to stand on its own bot- 
tom and be supported by its own hopes. The separation of accounts would not 
weaken their standing as a whole ; nor would it interfere with the application of 
profits out of one branch of their business to retrieve temporary embarrassments 
growing out of extraordinary disasters in another branch. 

From the considerations given it is submitted that, the supervising officers 
of insurance should make active effort to obtain legislation, to put an end to the 
prevailing disposition to organize omnibus companies; to prevent further entrance 
into the field of Fidelity Insurance and Judicial Suretyship, companies which pro- 
pose to unite other kinds of business as well ; and particularly to require companies 
already at work, to make an assignment of their capital to each branch of their 
business and to make for their several b anches the distinct accountings already 
alluded to. 

Perhaps too much length has been given to some points raised, but with a 
very positive conviction upon the matter, I could not helping taking advantage of 
the opportunity to say what I have. Corporate suretyship appeals in strong 
terms to the good sense of the thinking community. The relief which it affords 
to the careful man of business, in support of his desire to get rid of a system— 
that of personal bonding — under which it has always been the innocent parties 
who have suffered the losses, is so great that the new system is everywhere 
hailed and adopted with joyful alacrity. Some particular features and advanta- 
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ges of the system, were so succinctly described by Hon. W. L. Trenholm, in an 
address before the American Bankers Association, at Saratoga, a year ago, that 
I cannot refrain from quoting a few paragraphs : He said : 

"The old style of bond is regarded so much of a formality, the object of it 
is so obviously a mere precaution for reimbursement of pecuniary loss, that the 
recollection of its existence is by no means vivid, and even when present can 
only, in rare instances, counteract the impulse which hurries the novice to hjs' 
first transgression. 

"The experience of bank directors will doubtless supply many sound objec- 
tions to such bonds, even when the sureties are men of means and of business 
standing, but there are two that apply especially to such cases, namely, first, the 
objection, on general principles, to allowing officers of a bank to incur obligations 
of such a character to men who may have occasion and who presumbly have fre- 
quent opportunity, to exact in return favors and indulgences that can be extended 
only at the risk of the bank, and probably to its detriment; and secondly the ob- 
jection, that in the majority of cases personal bonds can be collected, if at all, 
only after great delay and by process of litigation, in which the defendants almost 
invariably manage to gain the sympathy of the community. 

" There is one objection to personal suretyship, which, though not generally 
recognized, has always seemed to me to be of prime importance, and especially 
applicable to the conditions prevailing in this country, conditions which we all 
regard with just pride as being truly American, namely, the objection that the re- 
quirement of such sponsorship shuts out from employment in banks many young 
men who have their own way to make in the world. This applies with more and 
more force every year, because the expanding facilities for higher education are 
constantly bringing out from humble homes bright, well-disciplined youths, abun- 
dantly qualified to become bank clerks, and especially fitted for the responsibilities 
of such positions by the habits of self-denial imposed upon them by narrow 
means. 

"The objections to personal suretyship referred to do not apply to such 
(corporate) bonds, and there are considerations of a positive character which 
must commend the new system to all who look into the subject carefully. The 
first of these is the influence upon the individual so bonded, which is produced 
first by the close and systematic inquiry made into his character and antecedents ; 
and secondly by the conditions of his contract which place clearly before him both 
his liability to go wrong and the absolute certainty that in such a case the full 
penalty of his misconduct will fall upon him. 

" Most men, especially the young and aspiring, have their moments of supreme 
temptation when the mind hovers above the lure and scans the chances pro and 
con. At such a moment, the bank officer, whose sureties are his friends, or, as 
is often the case, his relatives, is sure to feel that he can rely upon their screen- 
ing him from criminal prosecution and he may even calculate that they will 
have additional interest, in case of detection, in helping him to another place, but 
he who is bonded by a corporation knows that for him there is no such prospect. 
In the one case the existence of the bond is almost an encouragement to embezzle- 
ment, in the other it is a powerful restraint. No doubt there are many men who 
owe to considerations of less force than these their rescue from some perijous 
temptation and their subsequent life-long adherence to rectitude. 
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" Bankers, and in this class are included the heads of banking corporations, 
owe it to their subordinates to surround them with every available influence that 
may keep them honest and sustain them in the moment of temptation. 

" Most defaulters and embezzlers fall through weakness, only a few compara- 
tively steal deliberately and with a cold calculation. Hence, to strengthen the 
weak is not only humane, but it is sound policy. Men morally weak are seldom 
courageous. He who is not firn enough to compel himself, his wife or his family, 
to live within the income his employment yields, nor strong enough to refrain 
from taking illicitly the means to gratify his or their extravagance, will seldom 
be bold enough to face the consequences that he knows are certain to follow a de- 
mand upon a corporate surety. 

"Besides these and other high grounds on which the adoption of the new 
system should commend itself, there is abundant experience to show that on the 
ground of mere securities the corporate is inflnately superior to the personal bond. 
The former is renewed year by year and never lapses; the other is frequently ren- 
dered void by time or by a change in the duties or in the designation of the per- 
son bonded. Corporations that make a business of issuing fidelity bonds cannot 
dispute their liability on technical grounds nor set up defects of proof as a defense 
against recovery. Like insurance companies they are bound by the strongest 
consideration of self interest to settle all losses promptly and liberally But per- 
sonal bondsm.n, are free to fight every point, to take advantage of every flaw and 
to mitigate the loss in every way possible." 

All that Mr. Trenholm has thus said applies with equal force to the judicial 
business; and presents additional argument to that made before quoting from his 
address, in favor of the separation of the line of purely moral hazards, from every 
form of entanglement with other business. 

II. 

In the operations of the companies transacting business in Canada and the 
United States, Fidelity insurance is held to be the bonding of 

Cashiers, tellers, book-keepers, and clerks in banks ; treasurers, paymasters, 
conductors on railroads, etc; in fine, all persons whose tenure of employment by 
corporations or individuals is optional with the employer, or if occupied in State 
or municipal positions by election or executive appointment for limited times upon 
salaries, where neglect of duty, duty wilfully perverted, malfeasance or de- 
falcation, causes disaster measurable by money damages, but where the liability 
therefor terminates with the termination of the employment or the expiration of 
the bond {except as to a brief defined limit beyond for possible discovery of a 
damage) . 

The Judicial Suretyship is separablable into two classes, to- wit: 

1st. Court Business, which covers bonds for persons under the Supervi- 
sion of courts of record, as 

1. Administrators. 5. Curators. 

2. Guardians. 6. Trustees. 

3. Executors. 7. Assignees. 

4. Committees. 8. Receivers. 



PROCEEDINGS. 28 

And under which there may be discovery, after final accounting, of liability 
accruing before the final discharge of the Trust and overlooked or concealed— a 
contingency which may run into a second generation. 

2d. Law Business, covering acts under the processes of courts or municipal 
ordinances; as 
v 1. Undertaking on appeal. 7. Attachments. 

2. Undertaking on arrest. 8. Security for costs. 

3. Undertaking in replevin. 9. Writs of error. 

4. Undertaking on injunction. 10. Commissioners. 

5. Bond of removal. 11. Indemnity. 

6. Bail for stay of execution. 12. Refunding. 

13. Contractors' obligations. 
14. Any other "radical or monetary" obligation which comes under the ap- 
proval of the law. 

In this second division all bonds and all liability terminate as soon as the 
transaction covered is complete and the undertaking discharged. There is no 
"contingent" liability remaining over. 

I acknowledge my indebtedness to Mr. Nugent, for the following description 
of the methods of a judicial suretyship company: 

"The system employed in respect to the issuance of trust bonds contemplates 
the deposit of all the depositable assets of the estate, except money, in a safe of 
double lock of a Safe Deposit Company, to which access only can be had by the 
fiduciary or representative of the estate and the representative of the Company. 
This is practically demonstrated by the fact that these boxes have two keys, one 
of which is in the custody of the representative of the estate, the other in the pos- 
session of the Company, so that by no means can access be had to the box in which 
is contained the securities of the estate, unless by the joint application of these 
keys. Any money coming into the hands of the representative of the estate is 
required to be deposited in some Trust Company, or other legal banking institu- 
tion, to the credit of the estate, and drawn out on the checks or drafts of the 
fiduciary, countersigned by the proper officers of the Company ; the business 
being so conducted that, with judicious management, the possibility of a loss 
arising from the execution of any bond of a trust character, is reduced to a 
minimum. 

"If the business of the principal in the bond on which the Company is the 
surety, is to account, it sees to it that he does account; if the condition is that he 
pay money, or damages or costs, it provides itself with such satisfactory collateral 
security that it can compel him to pay and save itself. With proper management 
there is no possibility of a loss arising from the Company having executed any of 
the undertakings or bonds which are classed monetary obligations, for the reason 
that the Company absolutely indemnifies itself in every instance. The indemnity 
in these cases consists of cash, certificates of stock of well-known incorporated 
companies, and railroad mortgage bonds, the market value of which is easily ascer- 
tained. The amount of the security which these companies exact for any obligation 
issued, exceeds the amount of the judgment, as the case may be, with interest and 
costs, and it is always in excess of the amount of any undertaking which calls for 
the specific payment of any damages . 
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4 'The system carried on by the Surety Companies in respect to judicial obli- 
gations, is such that they know at all times the exact condition of every estate for 
the safe care and proper custody of which it has become surety. It requires that 
all of the formalities of the law in respect to the administration of estates shall be 
complied with, and if any default is made in any of these particulars, the surety 
protects itself by making proper application to the court to be released from 
future breaches of the condition of the bond. The default, if any, can only occur 
in the representative of the estate in not complying with the law in respect to 
filing of inventories and details in connection with the administration of the es- 
tate, and not otherwise. For, as I have illustrated above, the entire assets of the 
estate are under the joint supervision of the representative of the estate and the 
Surety Company, and therefore no harm or damage can come to them so long as 
the rule in this respect is observed." 

Three advantages obtain in the transaction of Corporate Suretyship, which 
have not been referred to in the literature of the subject. Besides, the advantage 
pointed out in the direct supervision had over the living subject of the bond, by 
the Company issuing it, the interests of beneficiaries in an estate are espe- 
cially guarded in case of the death of an administrator or guardian, by reason of 
the better subservancy of the interests of the Company in having the accounts of 
the deceased officer promptly closed, so that its rights or liabilities may be 
determined, and a new administration put to work. 

The second applies as well to Fidelity insurance. In some companies 
(officered by men insufficiently educated in the integrity of the business), there 
is a disposition to object to or resist payment of losses until all possible salvage 
is obtained. The rule in the companies whose experience I have recently 
examined, is to pay first, and make the account for recovery afterwards ; and 
so avoid the unsavory reputation which, attaching to certain fire companies, gave 
in Missouri the excuse for the valued policy law. Cases of fraud must of neces- 
sity arise, when resistance is a duty. 

The third feature is that the capture of the fleeing embezzler who has been 
under a corporate bond, is no longer everybody's business, and therefore nobody's; 
but the Company makes the pursuit its business, and so vigorously, that unless 
the cash involved is very much less than the cost, there is no secure asylum for 
the culprit. Escapes are rare. 

All Fidelity and Judicial Suretyship bonds are paid for by annual premiums. 
The contracts provide for their termination for default of premium, or for other 
reason, upon a stated notice, say fifteen days. 

But the cancellation in either such case does not terminate the liability of the 
company for acts done by the insured while the bond was in force. In case of a 
Judicial bond, the Company cannot cancel until it has complied with the require- 
ment of the statute regulating the discharge of sureties. In Missouri, the statute 
U as follows : 

Sec. 8353. "Any person bound as surety in any bond given by any officer, 
including executors, administrators, guardians, curators, assignees, receivers, 
trustees and depositaries, to secure the faithful performance of the duties of such 
officer, may on his petition in writing addressed to the court authorized by law, 
for the time being, to take and approve such official bond, be discharged from all 
future liabilities on such bond." 
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At this point now comes the most difficult part of my task, and I leave it 
with the statement of an opinion only, for discussion by more competent persons. 
In the division of Guaranty business into two general classes, Fidelity Insurance 
and Judicial Suretyship, there is no question of the proper assignment of the Fi- 
delity branch. It is insurance pure and simple. The Company takes a premium 
for assuming a risk of loss to itself in the indemnification of an employer for his 
loss or damage by the act of an employee. The face value of the bond is at risk, 
and is the limit of the damage, although the damage to be accounted for may be, 
as in the case of a fire policy, much less. 

In the Judicial business, if strictly carried out, as described, there can be 
nothing at risk, and consequently no loss. But here is where the difficulty comes 
in. The judicial business is not always done as described. There has been 
loss. And yet in one company I doubt very much if its chief loss was really an 
insurance loss. It was more a direct steal from its own funds than a loss under 
its contract. I need not go into detail. Other losses in that company (which has 
since given up the law business) , came about by failure to reduce the property of 
the b on dee to joint possession. 

The practice set forth by Mr. Nugent is the correct practice to be pursued; 
and if it is so pursued, as it is in the American Surety, there can be no loss, as 
before stated, and if no loss, no risk, and if no risk, no insurance. To come to 
the kernel of the nut, it is my candid belief that this whole business of Judicial 
Corporate Suretyship contains in its essence not one feature which should put it 
under the jurisdiction of an insurance department. 

It is a business so wholly out of keeping with insurance methods (although 
similar to fidelity insurance in the one feature of moral hazard alone), that it 
ought to be by express prohibition kept away from insurance companies, trust 
companies, and all other incompatible interests, and relegated to the jurisdiction 
of the courts, under whose supervision in every possible case its contracts must 
come for approval, determination and release. * 

Mr. Harvey. I have a letter from Mr. Whiting asking that 
his paper on the " Future Rate of Interest " be read, but a telegram 
from him this morning indicates- that he will be here this afternoon, 
and I will ask if the Convention will have it read now- or let it go 
over until he comes. 

The President. If there be no objection, I think Mr. Whiting's 
paper had better go over until he is here. The paper just read will be 
referred to the Executive Committee. In that connection I desire to 
state that this paper, being upon a subjeet of more than ordinary inter- 
est to us now, I presume there will be an extended discussion on it. In 
that connection the Judge of the Probate Court of the city of St". Louis, 
a gentlemen who has had twenty years of experience on the question of 
bonds required to be taken in his Court, will appear before our body 
to-morrow and give us the benefit of whatever his experience may have 
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been. The engagements of his Court are of such a character that he 
cannot be here before. What other business, gentlemen, have you now 
before the Convention ? 

Maj. Merrill. Mr. President, the Executive Committee recom- 
mend that the paper of Mr. Harvey be referred to the special commit- 
tee recently appointed, as it covers substantially one of the points in 
the President's address, which has been referred to that special 
committee. 

The President. You have heard the recommendation of the 
Executive Committee upon that subject. 

Mr. Benton. I move that it be adopted. Motion was carried. 

The President. I am just informed of the fact that Mr. Kinder, 
w)hi was appointed hy the chair a moment ago, is a member of the 
Executive Committee ; Mr. Kinder, therefore, is relieved as a member 
of the special committee to which the President's address was referred, 
and I beg that Mr. Linehan, of New Hampshire, take his place. Until 
these several committees are reorganized and until their reports are 
made, no substantial work can be engaged in, and I would suggest that 
our Convention take a recess until 2 o'clock, or later than that, if it be 
necessary. 

Mr. Benton moved to take a recess until 3 o'clock p. m., which 
was accordingly done. 



AFTERNOON SESSION. 

The Convention was called to order at 3 o'clock p. m., by Presi- 
dent Ellerbe. 

The President. The Chair desires to announce the following 
committees. The Executive Committee, as you are aware, gentlemen, 
was appointed by the last Convention, and except to fill a vacancy I 
had nothing to do with that matter. 

The Committees are as follows : — 

Executive. — Geo. S. Merrill, Massachusetts; W. H. Kinder, 
Ohio ; Albert C. Landers, Rhode Island. 

Laws and Legislation. — J. C. Linehan, New Hampshire ; J. E. 
Hollingsworth, Texas ; W. H. Kinder, Ohio; Geo. S. Merrill, 
Massachusetts ; N. S. Hurd, Colorado. 
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Assets of Insurance Companies.—- W. A. Wright, Geoigia; Isaac 
Vanderpoel, New York ; M. F. House, Tennessee ; Thos. H. Benton, 
Nebraska. 

Blank* for Annual Statements. — J. H. McEwen, Ohio ; W. S. 
Smith, Massachusetts ; E. H. Dearth, Minnesota; J. J. Brinker- 
hoff, Illinois; A. F. Hahvey, Missouri. 

Special Committee on Ghuaranty Insurance Reserves. — Geo. B. 
Luper, Pennsylvania; A. F. Harvey, Missouri; J. H. McEwen, 
Ohio. 

Miscellaneous Affairs. — J. F. C. Talbot, Maryland ; Stewart 
Goodjiell, Iowa; A. L. Carey, North Dakota; W. H. McBride, 
Kansas; W. M. Root, Wisconsin. 

Unauthorized Insurance. — W. H. Kinder, Ohio ; Geo. S. Mer- 
rill, Massachusetts; Simeon Toby, Louisiana; M. E. Wheeler, 
Nebraska ; W. H. Dyer, West Virginia. 

Rates of Mortality and Interest. — W. H. McBride, Kansas ; W. 
S. Smith, Massachusetts; J. J. Brinkerhoff, Illinois; H. S. Vail, 
Wisconsin ; A. F. Harvey, Missouri ; W. D. Whiting, Maine. 

Place of Meeting and Officers for 1892. — Thos. H. Benton, 
Nebraska; E. H. Dearth, Minnesota; A. F. Harvey, Missouri; J. 
H. McEwen, Ohio ; W. M. Root, Wisconsin. 

The President. — Of course, some of these committees, gentle- 
men, are selected to a certain extent on account of the actuarial pro- 
fession ; one is composed entirely of actuaries who are not heads of 
departments, but they are appointed on account of the value of their 
services. 

Has the Executive Committee a report ? 

Maj. Merrill. We will defer our report until after Mr. Luper 
has reported some matters he wants referred. 

The President. Has the committee, of which Mr. Luper is 
chairman, a report to make on Guaranty Insurance Reserves ? 

Mr. Luper. Yes. Said report is as follows : 

Mr. President: Your committee appointed to consider the sub- 
ject of Reserves for Guaranty or Fidelity Insurance Companies, met at 
Indianapolis, Ind., on June 30th. Communications from officers of 
fidelity companies were read, and statistics of the experience of these 
companies were examined with reference to their bearing upon the 
question. 
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As the opinions read seemed to fall short of positive conviction, 
and the data furnished insufficient to warrant a final determination of 
the problem, your committee can do no more than to recommend the 
following : 

Resolved, That the reserve for fidelity policies which terminate 
absolutely with the time for which they are written or renewed, should 
be a percentage of the amount of insurance in force, determined by the 
experience of each company itself, in the relation of its losses incurred 
to the mean amount at risk during such period of preceding business 
operations as will afford an average rate. 

Resolved, That until such an experience of companies can be had, 
bonds or policies running more than one year from date, and which 
have to be approved by an order of Court, or under which liability of 
the insured continues until discharged by such an order, should be 
reserved for by eighty per cent, of the premiums received on unexpired 
risks. 

Your committee recommend that fidelity companies be required 
to make separate reports in their annual statements of the different 
branches of their business, as well as a separate accounting of assets, 
liabilities, receipts and expenses. 

We further recommend that this session of the Convention adopt 
a new blank for separate use of Fidelity and Surety Companies, in mak- 
ing annual statements. 

Respectfully submitted, 

Geo. B. Luper, 
A. F. Harvey, 

Committee. 

The President. It has been suggested, gentlemen, that as this 
report is one of more than ordinary importance and concerns a subject 
of more than ordinary importance, it might be advisable to discuss it, 
not by reference to any further committee on this question, but before 
the Convention. 

Mr. Carey, of North Dakota. In order to bring the question 
before the house, I move the adoption of the report. 

The motion was seconded. 

Mr. Harvey. Mr. President, as I was one of the committee that 
signed the report, I don't know but perhaps this would be as good a 
time as any to state the reasons which actuated me in agreeing to that 
torm of report for fidelity insurance. Incidentally, I will state that it 
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is in the direction of the hobby that I have had for a number of years 
in the matter of the fire reserve. 

The recommendation of the committee that reserves for Fidelity 
companies should be based upon the amount of insurance in force at 
the time the valuation is made, in the- same ratio that the average loss 
over a period of years bears to the mean amount at risk, is a sound propo- 
sition ; and if applied to all companies other than life, will become one 
solution of a vexatious problem, and put the whole business of insurance 
for the first time in its history upon a sure foundation. 

The present system of retaining forty or fifty or any other per 
cent, of premiums on business in force as a reinsurance reserve is no 
system at all. It is an arbitrary assumption, after a company has 
established a business, that, taken as a whole, a pro rata of the time 
for which the ^insurance in force was written has expired; -and that 
therefore the so-called reserve, or the pro-rated premiums, will exactly 
pay for the remainder ; or will pay another company for assuming the 
risk. In the first place as a total premium for the total insurance in 
force, the usual reserve may be too little, just enough, or too much, 
according to the necessity for turning over the policy list to another 
company in some cases, and in pretty nearly all others to the shrewd- 
ness of one of the bargaining secretaries over the other. A company 
with a healthy record for the collection of full premiums, or for a low 
loss ratio, and with no special need for reinsurance, can readily quit 
business, and retire with a comfortable margin out of the balance of 
its premiums on outstandings. If its tendency has been towards a 
losing business by a want of sufficient premiums, or by bad record 
in its loss account, and there is need for a speedy reinsurance, its 
capital stock may have to contribute something besides its premiums 
to get rid of the burden. If a company has been so badly managed, 
that its assets are not readily convertible into money, or that any over 
proportion is in the shape of due and accrued interest, premiums in 
the hands of agents, market values over cost upon securities not listed 
in the reputable markets, the effects of its hazardous condition may be 
to have its offer to reinsure rejected at any figure short of one hun- 
dred per cent. 

But in the majority of cases, indeed in nearly all, the reserved pro- 
portion is more than enough for an actual reinsurance, for the reason 
that it contains all of the estimated expense portion as well as an 
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assumed portion for profit, so that the list being an average one, the 
reinsuring company will be glad to take it, and make a reasonable 
discount because it can thus increase its aggregate without cost. 

The theory at the bottom of the reserve idea is that the policy- 
holders are protected by this assumed ability to place them under an- 
other company. But if they are to be protected in fact, as well as in 
theory, some other plan in which the actual conditions which surround 
them at any given date must be adopted. Suppose that an effort be 
made to try the case upon the actual .experience of each company by 
itself; and assume first that the Reserve which is to be sought is not 
what is enough,, but what is right. What will take care of the policy 
holder in his own company before putting him into another? In an 
application of the committee's proposition to the Fidelity business, as 
done by the three leading companies transacting it in the United States, 
I have obtained the following results of their business during the past 
six years. In all cases I use losses incurred as the basis of the loss 
ratios, because the amount incurred is what first must be provided for, 
no matter by what sum it is reduced in the actual payment, or by the 
sums recovered. 

Fidelity policies are written for one year or less, although there is 
a brief extension of time after the expiration of the premium period, for 
the discovery of liability. Ignoring that for the present, for the pur- 
pose of illustration it is assumed that the amount in force at the end of 
any year is evenly distributed as to date of expiration, and that it 
will all terminate within twelve months. The mean exposure, there- 
fore, is half the amount one year. If on the mean amount at risk, a 
certain ratio of loss has obtained, it is a safe assumption to charge 
the same rate to the risks expiring, and obtain the ratio of losses in- 
curred upon that portion of the year's business. In the cases before me 
I have made that computation for each year, and the last column of 
figures for each company below, shows the relation of the reserve for 
amounts outstanding at the end of each year and the losses upon those 
amounts during the succeeding twelve months. It shows that the 
Reserve is not only ample, but also sufficient to take care of the small 
portion of risk in the additional time allowed for discovery. 

In Company No. I, the mean of losses incurred during the six 
years was -^nr of one per cent, of the average mean amount at risk, 
and the mean expense charge yA. Assuming that the sum of these 
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two, or Tfoot one per cent., constitutes the net premium or least rate 
which should have been imposed for the risks assumed, and making a 
reserve for each year of the loss ratio, -ffo per cent, of the amount in 
force at the end of each year, the resulting figures are as follows : 



Gain or Loss of Premium on 

Amount outstanding at end of year 

upon net premium of .680. 



1885— g. .111$ 
1886— g. .054 

1887— 

1888— g. .044 

1889— 

1890— 



1. .071% 



.049 
.111 



Proportion of Premiums 

on Outstandings 

required for Loss Reserve. 



40.4 per cent, 



43.6 
52.6 
44.2 
50.7 
56.3 



u 



Losses on Outstandings 
covered in each year by pre- 
ceding years' Reserves. 



201 
185 
204 
151 



. per cent. 



In Company No. 2, the mean of losses incurred was T$h> an ^ ^e 
mean expense charge was iV^r, making a net premium of ^A P er cent. 
Reserving each year .251 of the amount in force, the following results 
are obtained : 



Gain or Loss of Premium on 

Amount outstanding at end of year 

upon net Premium of .599. 



1885-g. .178% 

1886— g. .172 

1887— g. .149 

1888— g. .124 

1889— g. .034 

J890 *.. 1. .005 



. Proportion of Premiums 

on Outstandings 
required for Loss Reserve. 




Losses on Outstandings 
covered in each year by pre- 
ceding years' Reserve. 



In Company No. 3, the mean of losses incurred of the average 
mean amount at risk, was $fafo of one per cent., and the mean expense 
charge was -j^o, making a net premium of -j^V Tabulating as before, 
but with a reserve of .215, the results are : 



Gain or Loss of Premium on 
Amount outstanding at end of year 
upon a net Premium of .576 per cent. 



1885— g. .194 per cent. 
1886— g. .142 " 
1887— g. .186 " 
1888-g. .068 " 
1889— g. .055 " 
1890— g. .079 " 



Proportion of Premiums 

on Outstandings 

required for Loss Reserve. 



Losses on Outstandings 
covered in each year by pre- 
ceding years' Reserve. 
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The figures in the last column prove, as stated, the sufficiency of 
the reserve for loss account. If the company gets the net premium 
required it is entirely safe to assume that new premiums will take care 
of losses on new business. This reserve includes nothing for future ex- 
penses. The expense for getting, and presumably half the cost of 
maintaining the business has been settled ; and it would be an exceed- 
ingly bad management that could not always provide for carrying to 
completion business already in hand, out of current receipts. It only 
remains to consider whether the Reserve computed for losses alone is 
sufficient to cover the item of return premiums. The return of a pre- 
mium is upon the cancellation of the risk and perforce cancellation of 
reserve. I find the proportion of return premium is materially less than 
five per cent, of the gross, so that, as the Loss Reserve is shown to be 
more than abundant for an ordinary loss rate, it would seem to be un- 
necessary to set aside anything more for returns. 

If it should occur to any one that there is no provision in a Loss 
Reserve in the exact ratio of the losses of a short term of years, say 
five or six, of the mean amount at risk, for extraordinary losses, the 
only reply is, neither is there such provision in the 50 per cent, reserve ; 
and if it should be suggested that a mean ratio for Loss Reserve, ascer- 
tained when an extraordinary loss is included would be unfair, the only 
reply is, " True, but the cautious actuary would not include an extra- 
ordinary year." He would drop it entirely, taking in a year earlier, or 
reduce the extra loss to an amount to be determined by conditions 
ascertainable on examination. 

But, Mr. President, the chief advantage to be gained by this 
method of reserve is that it will disclose the tendency of a company, if 
in the direction of disaster, so much sooner than it is possible for the 50 
per cent, rule to do it, if it ever does, that many a craft may be kept off 
the rocks. In the examples given, the premium ratio for Loss Reserve 
responds promptly in each case with the change in the relation of the 
gross to the net premium. In Company No. 1, the first year shows a 
gain of about 16 per cent, of the net premium, and a Loss Reserve of 
40.4 per cent, of the premiums on outstandings. The second year is a 
less gain, the ratio of reserve is increased. The third year a loss, and 
large advance of premium reserve. The fourth year a gain, and a res- 
ponsive reduction of reserve; and so on. 
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In Company No. 2, a decreasing gain from year to year, a corres- 
pondingly continuous increase in reserve required. 

In Company No. 3, a fluctuating gain, and corresponding fluctu- 
ations of reserve, as in No. 1. 

I do not mean to intimate that there is any hazardous outlook in 
any one of these three companies, for there is none. 

It goes without saying that the more margin above the net there 
is in the gross premium, the more a company may add to its surplus 
funds ; but it does not go without showing that an arbitrary 50 per 
cent, reserve will permit companies to pay dividends and keep up a show 
of solvency long after it has really gone to the dogs. 

Turning over past volumes of the Department reports to find a fire 
company with a capital impaired (not by the deduction of special 
deposits), or with but little surplus, so as to see if the proposition would 
apply, I found that the first one I made any figures for disclosed the 
whole case. I will not name the company. I went over eighteen years, 
of its history, the first four to establish, beginning with the fifth, a table 
of five year means. Here are the figures. The company showed an 
impairment of capital in the 17th year, which was reduced a fraction 
in the 18th. 
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5th 


1.319 


.331 


.321 


.652 


+ .667 


25.10 


44.45 


6th 


1.256 


.423 


.331 


.754 


+.502 


33.66 


42.58 


7th 


1.227 


.347 


.318 


.665 


+ .562 


27.14 


45.53 


8th 


1.269 


.342 


.323 


.665 


+.604 


27.45 


54.27 


9th 


1.329 


.410 


.334 


.744 


+.585 


29.95 


58.90 


10th 


1.487 


.560 


.352 


.912 


+ .575 


36.05 


55.97 


11th 


1.582 


.760 


.349 


1.109 


+ .473 


46.06 


46.78 


12 th 


1.466 


1.043 


.447 


1.490 


-.024 


68.04 


3.87 


13th 


1.462 


1.1)2 


.478 


1.630 


—.168 


74.97 


— 6.53 


14th 


1.424 


1.132 


.489 


1.621 


—.197 


77,60 


— 5.02 


15th 


1.364 


1.129 


.483 


1.614 


—.250 


80.75 


—17.07 


16th 


1.356 


1:114 


.489 


1.603 


—.247 


82.27 


—28.75 


17th 


1.276 


1.069 


.458 


1.527 


— 251 


82.31 


—43.74 


18th 


1.223 


1.024 


.437 


1.461 


— 238 


82.70 


—39.18 
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I have said there was an impairment in the 17th year of this his- 
tory. Reserving for this company, as the committee proposes, the sur- 
plus would have been reduced to less than 4 per cent, five years before 
the 50 per cent, rule disclosed the impairment, and in the first year 
that its net premium exceeded the gross. It will be observed that the 
mean rate of loss jumped in the 10th year, and then increased rapidly 
until the 13th, after which it steadily fell off. It will also be observed 
that its gross premium fell off steadily from the 11th to the 18th year ; 
and that from the 5th on through the 9th *year there was a handsome 
margin over the net premium, and a steady growth of the surplus. It 
presents a curious case in some respects. First, that with the diminu- 
tion of gross rate and an increase of loss rate 11th to 13th years ; having 
its unmistakable proof in the reduction of its surplus, the managers did 
not correct the evil, which was (probably) in ; second, that having 
begun an agency business in the 10th year, its interests fell into the 
hands of a lot of locals who used the company for a slop-bucket for their 
extra bad risks, and took anything that was offered for a rate for the 
sake of their commissions; third, that it did, even in its earlier years, 
a lot of specially hazardous business, but later on did not have an ex- 
pert cancellation clerk ; fourth, and especially, that when it got to a 
point of requiring a reserve of 68 per cent, to 75 per cent, of its out- 
standing premiums, so that it might have failed to take care of its pol- 
icy holders without loss to its stock, the 13th year was the one in which 
the losing game should have been stopped, if the bad management was 
beyond cure. 

If the gross premium is less than the net, by reason of excessive 
expenses, the resulting loss of assets is something that the State is not 
interested in ; but does afford the stockholders good excuse to call their 
managers to account. 

The final advantage in a reserve so computed, and showing a ten- 
dency to disaster, as in the case just illustrated, is in the possibility of 
stiffening the back-bones of officers of companies, that they may put 
a stop to a system of letting other persons than themselves get the 
lions' shares of profit in commissions of sixty to sixty-five or more per 
cent, of the premiums (they paying expenses), regardless whether the 
remainder will take care of losses and yield legitimate compensation 
to capital. It may also in the requirement of more than fifty per cent, 
reserves, when the net premium is equal to or greater than the gross, 
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do something towards running ashore the piratical craft now largely 
afloat, whose business seems to be only the capture of the legitimate 
prizes of honorable men-of-war, as well as to rid the seas of other 
freebooters whose vessels are loaded to the gunwales with a hetero- 
geneous freight from insurance against damage by fleas or other 
horned cattle, to losses by earthquakes and unknown events ; and whose 
shoremen claim that they can carry Fidelity risks at half rates because 
of great profit they make upon other parts of their multitudinous 
cargo. 

Upon the other part of the committee's report, that referring to 
the reserve for Judicial" Suretyship, or the Court business, I have only 
to say that for reasons indicated in the paper I read this morning — 
that properly transacted, there is no risk and no loss, to which I now 
add, if there is no loss, no reserve ought to be required. In any event, 
as has been shown, the risks are terminable as to future liabilities, bonds 
are issued upon the basis of annual premiums and there is no reason in 
ray judgment why the rule applicable to Fidelity business may not apply 
here. As in fire business, the capital stock of the company is its 
reserve against extraordinary loss, and if the laws of the state or prac- 
tices of a company do not limit single risks to a certain proportion 
of the capital, they ought to be made to do so, and with that safe- 
guard, and a Reserve determined from actual experience to be held 
for losses only, there will be done all that need to be to make the pub- 
lic satisfied that the companies are safe. 

Mr. Nugent says: — 

"From my experience of some eight years in this particular line of 
business as a lawyer and business man, I am of the opinion that the 
reservation of fifty per cent, of premiums charged upon all bonds and 
undertakings in force, is sufficient for the business of Fidelity insur- 
ance ; and I am also of the opinion that it is more than sufficient for 
the business of judicial corporate suretyship. Indeed for this latter 
business there is no occasion for any reservation at all, except as it may 
tend to establish in the mind of the general public, an additional form 
pf security. The judicial business has been conducted without loss. 

"The question of what should be the proper reservation to be 
observed and enacted as a law in respect to companies transacting 
this kind' of business is not, in my opinion, of as much importance as 
the question of allowing companies to transact more than one kind of 
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business. If the laws are passed restricting the incorporation of com- 
panies for the purpose of transacting more than one kind of business, 
I believe it will cure a very radical defect which now exists in every 
inherent organization." 

The Insurance Commissioner of Massachusetts in his annual report 
for 1#88, hereafter referred to by Mr. Rawlings, after describing the 
nature of the obligation under judicial suretyship, and putting it upon 
practically the same basis as Marine insurance, says : 

"The Company undertakes that the trustee will faithfully perform 
his engagements in relation to the trust; presumably the obligation is 
not to be voided by the action or neglect of the trustee, and that his fail- 
ure to meet the instalments of premiums would not affect the contract, 
unless the party to be protected agrees to be responsible for such 
payments. The recourse of the company would be through suit to 
compel payment, and not through cancellation of the risk, as is possi- 
ble in other kinds of insurance." 

"It would seem, then, that the unearned premium on such a policy, 
at any time, should be the total premium estimated as adequate to the 
whole undertaking. And if it is conditioned that the premium is to 
be paid in yearly or other instalments, the reserve charge at any time 
may be offset by the amount of the instalments then deferred or 
forborne." 

If the commissioner means by "total premium estimated as 
adequate," the gross premiums written, his rule would be to accumulate 
a sum of money (including that portion of it which has actually been 
paid out for expenses) as an endowment fund to be paid, when the con- 
tract actually ends — to the general fund of the company if no loss 
appears ; towards the settlement of the damages if loss has been sus- 
tained. If he means by the whole phrase "total premiums estimated 
as adequate to the whole undertaking" so much of it as appears in the 
net premium to belong to the loss account, as determined by experience, 
I submit the proposition that the method proposed for loss reserve for 
the Fidelity Companies, is practically the same thing — except that he 
would reserve for a term of years while the committee's reserve would 
be for one. If against a term reserve deferred premiums are to be 
credited, discounting, of course, as in an annuity, and the duration of 
that term is indefinite, the present value of future payments through 
such a term taken from the accumulated previous payments would 
leave a difference not very far off from the one year computation. 
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After waiting for other gentltemen to take up the subject, Mr. 
Harvey again said : Mr. Chairman, it does not appear that anybody 
else wants to discuss the report of the committee. With your per- 
mission I will take the other side of the question. When the commit- 
tee met at Indianapolis we were a good deal at a loss ; we did not have 
a full expression of opinion from gentlemen who ought to know and 
understand the business. I went east the last of July and spent the 
month of August delving around among the companies getting infor- 
mation, opinions, figures, etc. I asked gentlemen whom I met to give 
me arguments for and against the committee's report. One gentleman 
gave me an argument against this report substantially — at all events, 
it is against what I hold, that the method proposed is one applicable 
to the court business as well as to the fidelity business. It is not very 
long and it contains some points which I think the gentlemen of the 
Convention ought to hear, and theretofore, to that extent I appear on 
the other side of the question. The paper is written by Mr. Edward 
Rawlings. 

Unearned Premium Reserve Upon Court Bonds. 

Although the business of becoming surety upon bonds in the Courts 
has been associated by certain Companies with that of guaranteeing 
the fidelity of employees, the nature of the contracts or bonds executed 
in these two classes of risk is widely different. 

Contracts insuring the fidelity of employees are effected in terms 
assented to by the insurer and insured, while the surety's obligation in 
the Court bond is fixed solely by statute, and is a simple guaranty of 
the ultimate performance of the duty or obligation mentioned in the 
bond. Fidelity bonds are written for a definite period (one year), for 
which the risk is assumed; Court bond& are executed without reference 
to the term of the risk, which continues indefinitely until complete per- 
formance of the act or duty mentioned in the obligation. 

Fidelity bonds permit cancellation of the risk at the pleasure of 
the insurer, while Court bonds cannot be terminated until performance 
of the duty or obligation guaranteed. 

Fidelity bonds always contain a clause limiting the period for 
filing a claim (usually to a few months after termination of the risk) 
while in the case of Court bonds there is practically no limit to the 
continuance of the sureties' liability, especially in the case of a trustee, 
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a discharge by the Court after an accounting does not exempt the 
surety from responsibility for whatever items may not have been em- 
braced in said accounting, or which may, perhaps, be suppressed 
therefrom. 

Under the Fidelity bond the employees' accounts are subject to .a 
constant or frequent audit, which occurs at least several times during 
the bond year ; so that in case a theft may have occurred, prompt dis- 
covery is certain or highly probable;, but under Court bonds, and 
especially in trust cases, there is generally no means of determining 
whether a theft has occurred until the final accounting upon the estate, 
which generally takes place only after a delay of years. 

Thus the protection derived from the systematic supervision exer- 
cised over the accounts of an employee is essentially lacking in the case 
of an administrator or other trustee, who takes the estate into his cus- 
tody, and who, from familiar dealing with the assets, may incline to 
handle them more and more as his own, knowing that if he uses the 
funds of the estate, a replacement is necessary only at his final account- 
ing in future years. 

Under a fidelity bond, the surety's responsibility is limited to the 
personal acts or defaults of the employe named, while, in the case of an 
administrator or other trustee, the law binds the surety not only for the 
acts or defaults of the trustee, but for any loss occasioned the estate 
through improvident investments or incompetent management, whether 
by the trustee himself, or his agents or attorneys. 

There are Two General Classes of Court Bonds. 

The first class consists of those given to secure the due admin- 
istration of estates of deceased persons, minors, insolvents and others. 
These are somewhat akin to a fidelity risk, but with the wide difference 
above noted in respect of both the nature of the contract and the 
supervision of risk. 

The second class are generally called " Undertakings/' upon which 
the surety becomes liable for the payment of a judgment for damages 
or costs which may be finally rendered against his principal, as bonds 
upon appeal, upon attachments, upon injunctions, for costs, contracts, 
and so forlh. In this latter class of risk the liability is akin to that of 
a guarantor of the payment of commercial paper, only that while com- 
mercial paper generally matures in from 30 to 90 days, the obligation 
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of a surety upon an " undertaking " in the courts, may perhaps continue 
for several years before he is finally called upon to meet his obligation ; 
hence the added disadvantage which the surety incurs of the possibility 
that his principal may become insolvent before the obligation is to 
be met. 

Of course, in this class of risk, unquestionable security or collateral 
is absolutely necessary, as no more premium is a sufficient protection 
for the risk. 

As to the Proper Reserve upon Court Risks. 

It has been the practice of the companies issuing Court bonds to 
charge an annual premium thereon, and enter the risk upon their books 
as if written for one year, or renew for one year, and then placing to 
reserve only one-half of the current year's premium — treating the 
other half of the current year's premium, together with the full pre- 
miums of any preceding years, as earned and converted into surplus. 

This practically has been carried on in spite of the fact that the 
bond itself was not issued for one year merely, but for a term utterly 
indefinite, and while it could not be foretold whether the bond would 
continue in force one year or ten ; and also in spite of the fact that the 
bond could not be cancelled or retired from, because of the omission of 
the insured to pay his premiums as they became due. 

The case is actually that of entering upon the company's books a 
risk of indefinite term, and accepting the premium in instalments, but 
without the privilege of cancelling the risk in case the instalments 
should cease to be paid. The bond being of indefinite term, and there 
being no way of determining whether a loss has occurred until a final 
accounting or a final judgment of the Court is rendered, it is evident 
that the liability under the bond cannot be apportioned for any par- 
ticular part of its duration. 

Whether or not the surety has become liable under the bond or 
" undertaking " can be determined only when the trust is ended, or 
when the final judgment is rendered. Hence, the risk is in its nature 
perpetual, for the bond must be regarded as a whole, and no portion of 
the premium can be considered as earned and converted into surplus, 
until the final accounting upon the estate, or the final decision upon 
the appeal of the case, or the acceptance or discharge of the completed 
contract. • . • ' • . 
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«, tl •; Take an illustration — Suppose an administrator's bond to have 
continued unto the fifth year, the amount is $10,000, the annual pre- 
mium, say, $50. Now, the company is making a reserve of only $25, 
in the fifth year, being one-half the annual premium of that year. In 
the four preceding years it has received $200 premium, which, with the 
.,$26, one half of the fifth year's premium, making a total of $225. It 
treats as fully earned and converted into surplus, maintaining reserve, 
as before stated, only $25, against a $10,000 risk. Supposing now that 
the accounting occurs at the end of the fifth year, it only, at the date 
of such accounting, becomes known whether or not a loss has occurred 
under such bond, at any time during the preceding five years ; hence, 
in no sense can any part of the premium be properly considered so 
earned until after the accounting has taken place ; yet, on the other 
hand, the company has been delighting its stockholders with dividends 
paid out of premiums which it has not earned. 

Take another view. — Suppose the company desire to re-insure its 
risk upon the administrator in some other company during the term of 
the risk, and before the accounting took place, it would not be prac- 
ticable nor possible (at least without requiring a special accounting for 
the purpose) to apportion the risk as between the two companies ; the 
re-insuring company would necessarily have to assume the whole ris}s 
from the beginning, and hence must necessarily require the payment 
over to it of the entire premium paid to date, as a compensation for the 
risk so assumed. This demonstrates in another way that no portion of 
the premium on such risks can be considered as earned until final 
accounting had, and hence it is clear that the reserve maintained upon 
such risk should equal the total premiums received thereon, so long as 
the risk continues in force. 

The above remarks have been made chiefly in respect of the reserve 
upon bonds for administrators and other trustees, but the same reason- 
ing is equally, if not more strongly, applicable to the reserve necessary 
upon the other classes of Court bonds called " undertakings," previously 
referred to, inasmuch as it is even more clearly apparent that upon this 
class of obligations no portion of the premium can be considered as 
earned until the bond is discharged. 

In connection with the above, reference is made to a discussion of 
tjhis majtter by the Massachusetts Insurance Commissioner, in his annual 
report, published in January, 1888, and also to the address before the 
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Convention of Insurance Superintendents, at Denver, Colorado, in Sep- 
tember, 1889, by Hon. Geo. B. Luper, Deputy Commissioner from 
Pennsylvania, both of which officials strongly support the above views. 

As to the Sufficiency of the Present Reserve. 

Companies transacting this business have of ten executed bonds in 
single cases in. amounts varying from $100,000 to $1,000,000 for a 
single risk, yet claiming that they are protected against loss undersuch 
risk by either a deposit of securities as collateral, or a deposit of. real 
estate securities, under the joint custody of themselves and the trustee, 
or by an agreement executed by professedly responsible persons to in- 
demnify the company for any loss sustained, and therefore the claim is 
urged that the reserve at present maintained on Court risks is exces- 
sive, and it is sometimes argued tl^tt no reserve is necessary at all. 

As to a deposit of collateral securities for the Company's protec- 
tion — This may sometimes be done when the amount involved is small, 
and especially upon bonds upon appeal of costs and so forth, but nego- 
tiable securities will seldom be deposited as collateral against the larger 
risks or in trust cases. 

An investigation into the affairs of one of those Companies in 1887, 
made by order of the New York Surrogate, disclosed the fact that the 
indemnity which it had received upon most of its risks of moderate 
amount, and especially "undertakings'' was not negotiable securities, 
but mere agreements executed by the person on whose behalf the bond 
was issued, and perhaps one or two other parties in addition, by which 
such persons agreed to indemnify the Company against any loss it 
might sustain. This form of indemnity does not protect the Company 
from having to pay out its own moneys when demand is made upon it 
under such a bond, but merely gives it the right to sue and collect 
from its indemnitors after it has paid its losses— the Company must 
necessarily assume the risk and expense of suit and collection in case 
the indemnitors fail to respond promptly to its demands. 

The unearned premium (or Re-insurance) reserve required by law 
to be maintained is not due entirely to the fact that losses will accrue 
during the further continuance of a Company's risk, and for the mere 
protection against such losses and especially is it true, that losses will 
not constitute the only liability against which a reserve should be main- 
tained, but there are, of course, a considerable amount of necessary expen- 



42 PROCEEDINGS. 

ses besides, which are incident to a continuance of the business and for 
running the risk of termination. Except for some unusual hazard a 
Company's reserve will, if its premium rate be sufficent, be considera- 
ble more than necessary to pay the mere losses accruing upon the 
risks whereon the reserve is made, but when the expenses attendant 
upon running the risks to termination are also added to the losses, it is 
the general experience that the reserve has been pretty well used up. 

A reserve is not therefore a mere provision for protection of the 
Company against losses and expenses upon its unexpired risks. 

The true theory is this: That in computing the condition of a 
Company at any given time its risks then current will have various 
periods yet to run. In the case of Fire, Accident, or Fidelity policies, 
where the loss is probable to be promptly discovered and reported, and 
and where, therefore, the proportionate part of the premium up to date 
may be properly considered as earned, the Company should maintain 
in its liabilities a reserve of the proportionate premium for the remain- 
ing period of the risk which cannot be considered as earned — that is to 
say, assuming the risk to have been written for twelve months, of 
which six months have expired and no loss reported, one-half of the 
premium therefore may be considered as earned, and the other half of 
the premium which has been received by the Company as a compensa- 
tion for its services yet to be earned, should be maintained in the 
reserve because it is to be considered as an advance payment to the 
Company as a compensation for services which it has yet to render; 
and hence in true theory, the full proportion of the premium for the 
unexpired term should be put into reserve liability. 

Now, applying this reasoning to court bonds, in view of the fact 
as hereinbefore stated, there is no probability of discovery of a theft or 
claim being made therefor until the final accounting upon the estate or the 
rendering of final judgment in the suit, and as it cannot be told whether 
a loss has accrued until such accounting or judgment is rendered, no 
part of the premium can be considered as earned until such accounting 
or judgment, and hence the whole premium received should be main- 
tained in reserve. 

Mr. Benton. I would like to ask Mr, Harvey a question. What 
is your idea regarding a company doing several kinds of business? 
Your idea would be to have a separate capital for each class of business, 
and a separate account ; is that what I understand from your report ? 
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Mr. Harvey. I cannot state it any better than to repeat what I 
read this morning, that under no circumstances should two or more 
kinds of business, which are incongruous in their nature, be done by 
the same corporation, but if they are authorized by one charter, that 
there should be a division and assignment of the capital stock to each 
kind, and a distinct accounting of .receipts and disbursements, or assets 
and liabilities, and results for each. 

Mr. Benton. You mean by that,- where a company has a capital 
of $100,000 for life and $100,000 for accident business, the company 
with $2'X),000 should divide its capital ; is that what you mean ? 

Mr. Harvey. Yes, sir, every time; that is what I read this 
morning; it is the same thing which this committee has just recom- 
mended. 

At a request of a member the resolution was again read. 

Vice-President Luper assumed the Chair. 

Col. Ellerbe. Mr. President, before this resolution is adopted, 
I desire to call the attention of the Convention to the fact that two 
years ago, at Denver, we adopted a resolution upon this subject — I 
have forgotten the exact terms of it — but after its adoption by the 
Convention nobody adhered to it, except a single gentleman, a lone man 
from Connecticut, and he got himself in trouble finally, and he had to 
take it back a year ago. Now, I don't recollect that resolution, but I 
desire to know if the substance of it is embraced in that eighty percent, 
provision ? 

Mr. Luper. I will state the resolution passed at Denver was 
recommended by a committee to whom a paper was referred that I had 
the honor of reading at that Convention, on this question. They recom- 
mended that we adopt the eighty per cent, standard. There are very 
few States, that I know anything about, adhered to it. 

Col. Ellerbe. I would like to ask another thing : practically, 
if this resolution taking eighty per cent, of the premiums received on 
unexpired risks, applies to bonds given by law, which have one year to 
run. Now, how are you going to distinguish between the bonds which 
have one year to run and those that have an indefinite time to run ? 
that is what I would like to get at. 

Mr. Harvey. Mr. Chairman, the committee at Indianapolis 
agreed substantially upon the separation of this guaranty business under 
its two heads : fidelity business and judicial business. The judicial 
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business is separable into court business and law business. The mean- 
ing of this portion of the resolution, just as it was at Denver, was to 
cover by this reserve of 80 per cent, of the premiums on all business 
which we then included under the head of court business. 

Now, probably, a better distinction would be to include it under 
the head of Judicial Corporate Suretyship, which includes the court 
business and the law business, which may run for a few months, or 
may run for a year or more— any thing which requires to have the 
approval of the law or the discharge under a process of law, is to be pro- 
tected by that reserve. 

Col. Ellerbe. Now you take an administrator's bond, as I 
understand it, while that bond, as far as the Court is concerned, is - 
given for an indefinite period of time, as between the principal in the 
bond and his surety it is for twelve months only, — for the time of his 
premium — the time covered by the premium paid. I imagine that if 
the premium is not promptly paid at the expiration of the first year, or 
the beginning of the second, that the company going on the bond would 
take advantage of the statutory right given all bondsmen to give notice 
and get off the bond. Therefore, that would be but a bond for one year, 
in one sense of the word. I don't know of any bond that would be for 
a greater time than one year, unless it be an appeal bond. From that 
there is no way of getting off under any process of law of which I have 
any knowledge, but in almost every other case, a bond given in the 
Probate Court, a bond given for an assignee — anything of that character 
can be terminated by the surety, if the principal in the bond does not 
comply with the terms of the agreement. The premium for such bonds 
would be for one year, capable of being ended. Now if the 80 per 
cent, is to apply to all bonds which are required by law to be given, all 
bonds which are ,not termed in this resolution fidelity bonds, I want 
that to be distinctly understood, because I don't know that I am in 
favor of charging the 80 per cent, upon all of them. 

Maj. Merrill. Mr. Chairman, I just want to make a single 
remark, in reply to a suggestion of Col. Ellerbe, which has been made 
once before, in regard to the resolution which was passed of 80 per 
cent., and I believe the comment was made that even a member of the 
Convention who read a paper in favor of it did not enforce it. I want 
to say once again, as I said once before, that is not a fair criticism. 
The Insurance Commissioners don't make the statutes in the States 
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in which they hold office. I wish they did; then we could arrive 
at some uniform legislation and, I think, carry it through. The 
resolution, as I understood it and as I understand this one to be, is a 
resolution of opinion, and while I concur in that resolution as a resolu- 
tion of opinion of what ought to be, when I return to my home, when. I 
come to make up the annual statements, I run smack across the statute 
that the General Court has made, which limited the matter to 50 per 
cent. I could not take 80 per cent., nor do I believe could Mr. Luper, 
because the statute prohibited it. I was in favor of eighty per cent. 
I do not think it was a fair criticism to charge that some members of 
the Convention did not enforce a resolution of their opinion as to what 
ought to be, when they found a statute, and knew it at the time, that 
absolutely prevented them from going beyond the limitation of the 
the statute itself. 

Mr. McBride, of Kansas. Mr. Chairman, do I understand by 
the resolution that the Commissioners are to require 80 per cent- 
reserve, or merely to recommend such legislation to the legislatures of 
the several States ? 

Mr. Kinder, of Ohio. The resolution in terms I believe is arbi- 
trary. 

Col. Ellerbe. Of course, I take it, Mr. Chairman, as Maj. 
Merrill just said, it is in conflict with the statutes; it is nothing but 
our opinion. In this State I do not know that there is any law as to 
what reserve shall be charged on the business of fidelity insurance, and 
so stated a year or two ago. The proceedings of this Convention can- 
not be anything but the opinion of the Convention, or a majority of the 
members, as to what had best be done. It has no binding effect upon 
any Commissioner or any supervising officer of insurance other than it 
is the judgment of the majority of the supervising officers of the United 
States. 

Mr. McBride. Mr. Chairman, while I believe I am in favor of 
the resolution, if it could be uniform, no Superintendents of Insurance 
require from the fidelity companies that reserve. I think the State I 
represent has no particular law on the reserve for fidelity insurance. 
Well, then it would not be right that we should require in our State an 
80 per cent, reserve, while the law prohibits the Commissioner from 
Massachusetts requiring the same in that State. It would be 50 per 
cent, there, while in our State it would be 80 per cent, I would not 
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want to favor passiug a resolution, binding or agreeing to bind myself, 
to make the fidelity companies keep 80 per cent., while in other States 
the law only allowed them to keep 50 per cent. 

Mr. Toby, of Louisiana. This seems to be simply a matter of 
opinion before the Convention. There is nothing positive that can be 
acted upon. The laws of all the various States differ so much that it is 
an impossibility that even an opinion here would hold, except by recom- 
dation to the legislature. In my State of Louisiana we are, as we say, 
at liberty to do as we please. We have laws that are efficient, in some 
respects, upon insurance, but we have others that are statutory, civil 
and criminal, upon which we act, to cover insurance matters. There- 
fore, in the matter of reserves on fidelity insurance, we are at a loss, 
for we have no home company. All that do business there are from 
other States ; therefore we would be governed entirely by the laws 
that govern the companies in those States. But, in taking the point at 
issue, a reserve of 80 or 75, or any per cent, that you please, is simply 
a matter of opinion of the Convention. In order to arrive at the point 
that is desired I think it would be better that a formula be adopted, 
either in the Convention of the whole or by a committee, to formulate 
a law to present to all the legislatures of the States, to be adopted. 
That is the only way that I can see by which we can arrive at this 
issue, for every State, as Mr. McBride from Kansas says, has its own 
ideas, and if we are going to act in concert, we might as well do it here 
and make the recommendation; otherwise we will not succeed. I 
simply suggest that. 

The Chairman. Any further suggestions ? 

Mr. Benton. I agree with the remarks of my friend from Louisi- 
ana, aud as an amendment to the motion made to adopt this report of 
the special committee appointed a year ago, I would move that the 
report be referred back to the same committee with the request that 
they prepare a law, and the secretary be iustructed to send the same 
to the supervising department of every one of the United States. 

The Chairman. You heard the proposed amendment ; what is 
your pleasure in regard to it ? I am not ^uite sure -whether that was 
seconded or not. 

Mr. Talbot. That the Secretary be instructed to prepare the law 
and submit it to each commissioner ? 

Mr. Benton. I withdraw the amendment. 
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Mr. Harvey. I would like to make a suggestion. The gentle- 
man who is making motions has lost sight of the fact that the committee 
who made that report is a house divided against itself. The committee 
reported in favor of this 80 per cent, reserve. I constitute one-half of 
that committee, and other half does'nt agree with me. I tried to make 
an argument here, that the reserve for court business is really nothing 
at all, or at least ought not to be any more than we charge against 
fidelity business. Now before that is sent back to the committee, with 
the request that the committee prepare a law embodying the idea of 
those resolutions, I think we had better find out what the opinion of 
the committee is or the opinion of the convention. 

Col. Ellerbe. I suggest there is a third member of the com- 
mittee struggling along somewhere, and may be when he gets here we 
might get a majority report out of them at all events. 

Mr. Benton. Mr. President, I think from the reading of the two 
arguments introduced by Mr. Harvey, that the first one had the most 
weight. I think the Convention has the right to take it for granted 
that he is in favor of it according to the reading of his report. 

Mr. Vail. As the committee seems to be quiet and there is an 
absence of one member of that committee, I move you that the vote 
upon this question be deferred until our next session; that the matter 
be laid on the table and taken up at the next session. 

Seconded by Mr. Dearth. 

The motion was adopted. 

The President. Has the executive committee or the special 
committee any report to make this afternoon ? 

Maj. Merrill. Mr. President, the representatives' of the Fire 
Underwriters have suggested to the Executive Committee that they 
desire to present some papers in regard to annual statements, the codi- 
fication of laws, standard policies and taxation. The Executive Com- 
mittee suggest that the matter in relation to annual statements be 
referred for consideration to the Committee upon Blanks ; that the 
question of taxation, codification of laws and standard policies be re- 
ferred to the Committee on Legislation. 

The President. Unless there be objection the suggestion of the 
Executive Committee will be carried out, 

No objection was offered, 
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The President. Gentlemen, will you please come to order and 
hear a report from the Executive Committee, to whom were referred 
some resolutions this morning. 

Maj. Merrill. The committee have considered the resolution 
referred to them, offered this morning by Mr. Luper, and report to the 
Convention with the recommendation that it pass : 

Resolved, That it is the sense of this Convention that adequate laws 
should be enacted by the several States providing for official investiga- 
tion of the causes of fires and providing for prosecutions when incendi- 
arism or any criminal neglect is the cause of the fire. 

On motion of Mr. Benton, seconded by Mr. McBride^ the report 
was adopted. 

The President. It has been suggested, gentlemen, that the 
legislation referred to here has been adopted by some of the States 
already and been in force for some years. In a majority of the States 
there is no legislation upon that subject at all, and it is to be hoped that 
some measure will be framed and presented to this Convention during 
its session, seeking to have a statute similar to those adopted in some 
States on this subject adopted in all. 

Gentlemen, what other business have you to suggest this afternoon ? 

Mr. Kinder. Mr. Chairman, just a moment on this matter that 
has just been adopted, I would suggest that it would be very profit- 
able to the other members of the Convention if we heard from Maj. 
Merrill upon the workings of the law in Massachusetts. While we may 
all be favorable to the adoption of such a law, the practical operation 
of a law of that kind in the State in which it has been in force for a 
number of years would be a-benefit to the other members of the Con" 
vention, and would serve to impress it upon their minds and make them 
a little bit more enthusiastic in recommendation of the adoption of such 
legislative in their respective States. 

The President. I quite agree with you, Mr. Kinder, and would 
ask Maj. Merrill to state to us the character of the law in his State, 
in its practical working, and also Mr. Linehan afterwards, too. 

Maj. Merrill. Our law has been in force, with some amende 
ments, that we have made from year to year, as in the practical work- 
ing of it we found to be necessary. We have a law that in case of any 
fire in a town, fire district or city, it shall be the duty of the fire war- 
dens, the board of fire engineers, or the selectmen, as the case may be, 
because in some of our towns the fires are in charge of the selectman, 
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in some of the fire wardens, and in some of the board of fire engineers ; 
it shall be their duty, within forty-eight hours to make a thorough in- 
vestigation as to the cause of the fire, if there is any reason to believe 
that it is of incendiary origin, they shall at once apply to a judge or a 
trial justice, who, upon their application, shall thereupon summon a 
jury of six men and hold a fire inquest, giving the whole matter a 
thorough investigation. We furnish to the fire wardens, or the select- 
men, or the fire engineers, blanks upon which they are required, within 
ten days after the result of their investigation, to report the matter in 
full to the town or city clerk, giving the cause of the fire, the amount 
of loss to the building, the amount of loss to personal property > the 
amount of insurance on each, and the amount of insurance paid in each 
case, so far as they can get at that amount. Then it is the duty of the 
board of fire engineers, or other parties, to report upon the blanks* 
that we furnish, to the town or city clerks. To make their reports we 
furnish the town and city clerks books, in which to make these state- 
ments, as they come from the fire engineers, and at the end of the year 
we furnish them with a sheet of blanks, upon which they make, from 
their books, a transcript, for the use of the Insurance Department. 
There is, I think, but one addition that ought to be made to that law. 
Our law does not require that when there is a prosecution for incendi- 
arism that somebody should make a report of that to the Department. 
We have to get those reports as best as we may ; that ought to be 
added to the law. The law has worked admirably in Massachusetts. 
It has reduced the convenient plan of putting in fires as accidental or 
incendiary, by this enforcement of the fire inquest, whenever it is sup- 
posed to be incendiary. It has reduced, in its operation, the number 
that was abnormally large, both of accidental or unknown and of 
incendiary fires, and it has unquestionably reduced incendiariam in 
Massachusetts quite materially. We are beginning now jto see the 
results of that in the reports. We take these reports and make a care- 
ful compilation for the fire report each year, of the kinds of buildings, 
the classes of buildings, how occupied, amount of damage and the insur- 
ance, and all those details for the reports, and have them for comparison 
at the end of the year. The law in every respect is working very advan- 
tageously, and there can be no doubt that it is going to reduce the amount 
of incendiarism in the State. We do not get a conviction very often, but 
the fact that it is known that under the statute the fire shall be thoroughly 
investigated, and if there is a suspicion of an incendiary fire it shall at 
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once go to a jury for the fire inquest; that fact which is known to all 
the people of the Commonwealth, does have, as the figures begin to 
show now, a tendency to decrease the number of incendiary fires in 
the Commonwealth, and I believe it is the most admirable law, in sub- 
stance, for every State to adopt. 

Col. Ellerbe. May I ask Maj. Merrill as to the expense of this 
investigation ? 

Maj. Merrill. The expenses of this investigation are borne as 
the expenses of any other criminal prosecution are borne; that is by 
the counties. We had first a trial by a justice and a jury of twelve 
men ; that was found to be expensive, and now there is a clause in the 
law by which the investigation may be held by the Justice himself* 
without the expense of a jury, which perhaps operates just as well and 
saves a large portion of costs ; but nobody complains now ; nobody 
makes any complaint in the counties of the costs of these investigations. 

Mr. Vail. Will you send a copy of your law to each Department ? 

Maj. Merrill. I w'ill be very glad to send a copy to each De- 
partment, if the Departments desire, or whoever does desire, as soon as 
I get home. 

The President. I uqderstan^ that there is a law oimilar in 
many respect which prevails in New Hampshire and would ask Mr. 
Linehan. 

Mr. Linehan. Mr. President and gentlemen, the new law of 
New Hampshire is practically the same as that of Massachusetts with 
one exception, that the law gives the power to the Commissionsr to 
investigate fires, apd the expense of the same is paid out of the State 
Incidental Fund. I would also say, without going into details and 
taking up your time, because the Major has described the Massachu- 
setts law, which is almost practically like ours, I only want to say that 
the law requiring returns from the town clerks has been a perfect suc- 
cess in our State; they are required to report not later than the 15th 
of January and July of each year, for every report that was due from 
every town and city on the 15th of last July was on file before I left 
home this last week, and I think, as the Major says, that the working 
of the law in our State ha3 had the effect to reduce the fire losses, for 
the reason that the Major said, that people are more careful when they 
know there are men on the track. The Insurance Commissioner of New 
Hampshire has the power, if in his judgment he thinks it proper to do 
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so, of engaging the services of the best detectives to investigate all fire 
losses, or the causes of fire rather, and I can only say that New Hamp- 
shire has anticipated some years ago the wise resolution adopted by 
your Convention here to-day. 

The President. Do I understand, in case a fire occurs in New 
Hampshire, it is your duty to see that it is investigated ? 

Mr. Linehan. If the fire is reported and the selectmen of the 
town think best to investigate it, it is my duty to investigate it or pro- 
cure the services of some one who shall investigate it. 

Mr. Kinder : It seems to me that no one questions the import- 
ance of having these reports and investigations. Certainly the people 
would be benefited by it, the companies would be benefited by it, and 
as to the matter of the cost, it strikes me that if the investigation 
were made the duty of the officer in the civil union in which the fire 
occurred, that the same results or practically the same results might 
be obtained without very great cost. In Ohio we have the township, 
we have the village and city. Now it seems to me, without very great 
cost, that in a township outside of corporations, the township clerk 
or the township trustees might well be charged with that duty. In an 
incorporated village it might be left very well with the clerk, as Maj. 
Merrill says it is in his State. In a city it seems to me that either the 
Board of Fire Commissioners or the chief of the Fire Department, 
would be a very proper person to be charged with that duty. I merely 
suggest this, because the officials and the division of the territory is 
very different in the different States. 

The President. I would also suggest that while that method 
would apply most admirably to the older States, — those having town- 
ship and town organization ; some other would have to be made appli- 
cable to those States where no such organization exists. 

Maj. Merrill. Mr. President, it may not make any difference 
in the suggestion just made, in States where the judiciary is 
elected, but in States where the judiciary is appointed, as it is 
in Massachusetts, I think the Massachusetts system is the best. 
We put the absolute duty of first investigating the fire upon the fire 
authorities; then 'if there is a suspicion of incendiarism, and it does 
sometimes happen that that suspicion of incendiarism may point to a 
person of considerable importance, a person in the town. A man who 
is dependent on their votes at the next election might not be just as 
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sharp and just as judicial in the investigation as a man who is utterly 
beyond the reach of votes of the community in which he lives, and it 
was for that reason that when it is reported that there is a suspicion 
of incendiarism that we put the responsibility of making that judicial 
investigation upon the judicial officer, who in our State holds his appoint- 
ment and his tenure from the governor of the Commonwealth, and not 
from any community in which he lives. Of course, if the judiciary 
are elected as they do in some of the states, why that suggestion would 
not have any power. 

Mr. Kinder. I will say to Maj. Merrill, that in Ohio there is 
nobody that is beyond the range of the votes of the people. 

Maj. Merrill. I am glad that they are in Massachusetts. 

Mr. McBride. I make the same remark for Kansas, and it has 
an unseemly reputation probably, for voters in our State, yet I have 
not the least doubt that an investigation by officers that are 
elected in our State, would in nine times out of ten, or nineteen 
times out of twenty, be a fair investigation of the charge. I 
think in rural districts, or counties, or in agricultural States 
that have no large cities, like my friend in Nebraska, and my- 
self, outside of one or twp cities, that some person ought to be 
charged with the investigation of fires, make it his affair to investigate 
all fires, whether it is farm property, or city or village property, and 
the investigation could be made, and then the reports made as they do 
in Massachusetts and New Hampshire, and I believe just the very 
fact that investigation would follow — inevitably follow the fire, that it 
would materially decrease the fire loss. I believe that the burden 
should be cast upon the sheriff who is elected in the country counties, 
and I think it would be a good thing. 

Col. Ellerbe. I would ask if a law in our western country here, 
which would provide for such an investigation to be had by the 
coroner, in counties where there existed no fire board, or fire depart- 
ment, would not be practicable? 

Mr. McBride. I think it would. I think it would be perfectly 
practicable, just as much as the inquest upon a person that is found 
dead, by the coroner of a county. I think it is practicable. 

On motion the Convention adjourned until 11 o'clock to-morrow 
morning, October 1, 1891. 
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SECOND DAY. 

Thursday, October 1, 1891. . 

The Convention was called to order at 11 A. M. by President 
Ellerbe. 

The President. Are any committees ready to report ? If so, 
we'll hear from them now. 

Mr. Luper. Mr. Chairman, the Committee on the President's 
Address is ready with a report. 

Said report is as follows : 

We, your committee to whom was referred the President's address, 
beg leave to report that they have carefully considered the wise and 
timely suggestions therein contained, and most respectfully recommend : 

First. That the recommendations concerning diversity of forms 
for annual statements be referred to the Committee on Blanks. 

Second. That the recommending the levying and collection of 
taxes be referred to the Committee on Laws and Legislation. 

Third. That the recommendations concerning special deposits for 
the exclusive benefit of the policy holders of a single State meet with 
our unqualified approval, and your committee earnestly commend 
the President's address on this important subject to the thoughtful con- 
sideration of every member of this Convention, with the request that 
they may be carefully carried out in future recommendations to your 
respective legislatures. 

•Fourth. Th^it the recommendations concerning Bond and Invest- 
ment Companies be referred to the Committee on Miscellaneous Affairs. 

Fifth. The principle embodied in the laws of many of the States, 
that an insurance company organized under the laws should confine its 
transactions to one kind or class of business, your committee believe to 
be a safe and wise one, and that there is an abundance of business of 
any of the kinds, that now employ the attention of the various com- 
panies, to occupy the energy and vigilance of any one set of officers. 
And especially should no two kinds of business be allowed in any one 
company, except such as are now akin, and in which the maturity oi 
the policy depends upon the happening of similar events. But in case 
a company has already been organized to operate more than one kind 
of business, the capital for each kind to be of the amount required for 
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the establishment of each one as a separate institution, and should be 
set apart as a separate and independent investment, and the assets, lia- 
bilities, income and expenditures, with risk and premium accounts, 
should be kept entirely separate in their investments, records and 
public statements and exhibits, and that at no time should the capital 
of one class be ever called upon to make up for the undue losses of any 
other. 

Sixth. The subject of a uniform and universal non -forfeiture law 
for life insurance policy, while as an abstract, moral proposition has 
much that commends itself to the sense of fair play and convenience of 
the public, yet in its practical application there are grave and serious 
difficulties. First of these in importance stands the fact that as yet 
no standard for the application of the equities under a forfeited life 
policy has been devised which meets the approbation of more than a 
small portion of the great interested public of policy holders and com- 
panies. So, until a closer agreement can be arrived at than has yet 
been attained by the commissioners, actuaries and the companies, it 
will be too early to suggest for adoption a general standard, and your 
committee is oi opinion that the recommendations of the President that 
the matter be referred to a special committee to investigate and report 
hereafter upon the whole subject, to be the wisest and best possible dis- 
position of the subject. 

Geo. B. Luper, ) 

W.S.Smith, ( „ ... 

tit rr -kit r> ' Committee. 

W. H. McBride, i 

John C. Linehan, j 
On motion the report was adopted. 

The Committee on Legislation made the following report : 
The Committee on Legislation, to whom was referred the memorial 
of the Executive Committee cf the National Association of Lite Under- 
writers, respectfully report that they concur substantially in the proposi- 
tions presented in that paper, and recommend the passage of the 
following resolutions : 

1. Resolved, That the best interests of life insurance — justice 
alike to the insured, the agents and the companies, will be subserved 
by the absolute suppression of the vicious practice of rebating commis- 
sions, and we urge the enactment of a stringent anti-rebate law in all 
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States which have not already such a statute, the amendments of such 
as have proved insufficient to remedy the evil, and the rigid enforce- 
ment of the penalties provided whenever and wherever the law is vio- 
lated. That these statutes should expressly provide for the revocation 
of the license of any agent or broker found guilty of a violation of the 
law, and of the license of the company, should the practice be persisted 
in by its representatives. 

2. Resolved, That the assessment, endowment and bond associa- 
tions are founded upon a delusive and dangerous assumption, full of 
peril to the people, and certain to bring early and irrevocable disaster, 
that legislation should be sought to prevent their further incorporation, 
and to bring those in existence to a speedy termination. 

The third and fourth suggestions in the memorial, that companies 
of any kind organized solely to entrap the unwary, and the practice of 
circulating " anonymous, abusive and misleading literature," through 
the rivalry of agents, ought to be suppressed, are so clearly in the line 
of right insurance methods as to require no formal expression or en- 
dorsement from this Convention. 

Upon the question of a reduction in taxation upon insurance com- 
panies and of uniform laws in relation thereto, your committee was 
favored with suggestions from representatives of the Fire Underwriters 
Association, who also presented arguments showing the advantage of a 
standard policy and a series of uniform riders for all of the States, and 
of the desirability of a general codification of insurance statutes. We 
consider these questions of such importance that we recommend the 
appointment by the President of a special committee of five, with power 
to invite into their councils representatives of the leading insurance in- 
terests, to take into consideration the questions of standard fire policies 
and uniform riders, taxation and the codification of insurance laws, and 
to report at the next session of the Convention. 
Respectfully submitted, 

John C. Linehan, \ 

John E. Hollingsworth, f n .,, 
._ ^ T _ ' ) Committee. 

N. S. Hurd, ( 

W. H. Kinder, ) 

The President. You have heard the report of the committee, 
gentlemen; what shall be done with it? 

Mr. Luper. I move the adoption of the report. . 
Seconded by Mr. Vail. 
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Mr. Hurd, of Colorado. Mr. Chairman, I would like to inquire 
of some of the States here that have an anti-rebate law if there is any- 
one here that has had any experience with that law. Now I would 
say that in Colorado that we have just such a kind of a law on our 
statute books, I want to say for the last two years that it has been 
entirely inoperative, we cannot reach the parties at all. Now if there 
is any experience from any other Insurance Department whereby this 
law can be enforced, and some way got at different from what we have, 
where we can reach the proposition, I would like to hear from some 
other commissioners in reference to it. The proposition that faces me 
in our Department is simply this : That the insured is the man that 
gets the benefit under tljis law, and up to the present time he has been 
the last man that would make any complaint; he just simply stands 
back there, and while we are not sure we can know anything that he 
has received his rebate, he won't say anything about it, so that we can 
get at it. 

Mr. Benton. Mr. President, I can not answer the query of the 
Commissioner of Colorado, but I can say this for the Department of 
Nebraska. We drafted an anti-rebate law and submitted the same to 
the Legislature held one year ago in our city ; it was immediately 
granted 'and an attempt made by the Insurance Companies to raise 
rates, or you might say to protect their own rates. It was argued in 
the legislative halls, that the benefits which accrued from the lowering 
of rates, accrued to the assured, as my brother has, just said. The bill 
was unanimously almost, defeated in our Legislature. While this 
resolution may possibly pass, it would be useless for the Department 
of Nebraska to introduce such a law there, or work for its passage. 

Maj. Merrill. As a matter of fact, instead of enabling the 
Insurance Companies to raise rates, in my judgment the anti-rebate 
law is a law to secure absolute and equal justice to the insured, and 
especially to the small insurance. Under the old method of cutting 
commissions, a man who was to take out a policy of ten or twenty, or 
fifty or one hundred thousand dollars, was enabled, owing to the mag- 
nitude of the transaction, to receive a very large rebate from his com- 
mission. The small policy-holder, the man with a thousand dollar 
policy, it was not sufficient object for the agent to give him any large 
rebate, and therefore the small insurer is put at an absolute disadvan- 
tage with the rich man, and the anti-rebate law, I believe, is the best 
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possible protection for the common people — for the small policy holder, 
to enable him to get his insurance at the same price that the rich man 
gets his large policy, and as to the paying of rebates there is no trouble 
but what that will take care of itself. You cannot put rates in this 
country of ours exorbitantly high in a business that touches the pockets 
and the interests of the great mass of our people; people won't permit 
it, and it cannot be done for any length of time. Now in reply to the 
suggestion from Mr. Hurd, we have had the anti-rebate law in Massa- 
chusetts since 1887. At the time my predecessor proposed that law, 
the three great companies in New York City sent their attorneys to 
the State to oppose it; they were not opposed to the principle, thought 
it was a good idea, but they were then opposed to putting it in the 
form of law. It was put into the law and they became converts to the 
idea. They have seen the benefits of the law. The law to-day is well 
enforced in Massachusetts, as well obeyed as any other law against 
which the cupidity of man has some personal interest. I have no doubt 
the law may be evaded. We have burglaries in Massachusetts ; we 
have incendiarism in Massachusetts ; once in a while a murder, and I 
have no doubt that the anti-rebate law may be here and there evaded, 
but I believe that the insurance law in our Commonwealth is 
honestly lived up to and is as faithfully obeyed as any other law where 
there is a temptation for any man to violate it. The agents are in favor 
of it, the companies are in favor of it, and the people are in favor of it, 
ai)d after the operation of the law for more than four years, you cannot get 
a voice raised in Massachusetts from any source whatever against that 
anti-rebate law. We do not have any trouble about enforcing it, not 
the slightest. 

Mr. Hurd. Gen. Merrill, have you ever had a conviction under 
that law ? 

Ma J. Merrill. No, we have not had a conviction under that 
law for the reason, as I say, that the instances of its violation are 
exceedingly rare. I got the evidence in one case where it was right 
on the line ; it was a very nice question there whether it was an abso- 
lute violation of the law or not ; the agent claimed to have the transac- 
tion honestly, I believe he was a liar ; the facts were reported to the 
company and the company thereupon served notice upon every agent 
they had in the Commonwealth of Massachusetts, that if any case came so 
near the line again as that agent, that man would be a servant of theirs 
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no more, and the commissioner served notice upon them that under the 
laws in our statutes that he can only license a suitable person to be an 
agent or a broker; that no man would be deemed thereafter a suitable 
person and no man would get a license or retain one, who came so near 
the line as that. We have not had any trouble about it since. 

Mr. Hurd. Mr. Chairman, I want to have it understood that I 
am entirely in accord with that resolution. Our law was drafted by me 
and gotten through our legislature by my efforts ; but the only question 
that I have found is the enforcement of the law, and I did not know 
but there was some proposition that I could get 'some inside information 
from some of the Commissioners here whereby I could enforce it. I 
say now that all the good companies — and I don't know but what nearly 
every company that there is in Colorado are in favor of the law, and 
they do abide by it, but I am afraid once in a while they do not, 
and there have been licenses that came as close to the line as Gen. 
Merrill says as they could come and not get over it. I would like 
if there is any have had any experience whereby there has been a 
conviction, how they got at it to convict under the statutes. 

Mr. Benton. Mr. President, the Commissioner from Massa- 
chusetts probably misunderstood me in my remarks. . I do not wish to 
be understood as opposing this resolution. I was simply giving the 
opinions and views as given by some members of our Legislature for the 
benefit of the Commissioners here. I will say that the Alliance people 
in our State predominate by a full majority in both branches of the 
legislature, and anything that was in the interest of any corporation 
was like a red rag to a bull to them. They were opposed to it unani- 
mously. Still, as regards his proposition that a man that buys $100,000 
worth of insurance should pay just as much as a man who buys $1000 
worth of insurance, I take issue with him. You go into the market 
and buy sacks of sugar, and you certainly expect to get it cheaper than 
a man that goes out and buys a sack of sugar, don't you ? The same 
way with any other commodity. It seems to me that there ought to be 
some discount in large quantities. 

Mr. McBride. I want it understood that I am opposed to the. 
resolution. I think this is a matter that ought to be regulated by the 
insurance companies themselves. If they find an agent that is cutting 
rates, why, the remedy is that they can have his license revoked by 
simply writing a letter, and then I am a little like Mr. Benton. I 
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think that a man that buys $100,000 worth dught to have it cheaper. 
I don't think that the Insurance Department ought to be burdened with 
that part. I don't think they ought td have anything to do with it. 
In my State the Supreme Court has decided that insurance is a trade, 
and I do not believe that thfc laws of the State ought to help to hamper 
trade. I do not believe that the laws of a State ought to say that this 
man must charge so much for his commodity. I do not believe that 
the laws of a State ought to aay that you ought to charge so much, for 
the demand and the competition between the companies fixes the rates, 
and let the companies look to their own agents. I f £or one, would be 
opposed, and I want to say right now in voting I believe I am in favor 
of the report, with the exception of that clause, and that clause I 
cannot support. 

Maj. Merrill. The government does not regulate by commis- 
sioners traffic in sugar, but the goverment has seen fit, in States — because 
this question comes so close to the homes and hearthstones of the 
people — the government has seen fit in States to put it under super- 
vision ; the government has seen fit and does regulate it, otherwise we 
would not be here, our occupation would be gone. Now, to compare it 
with a trade, with merchandise, is not any comparison for that reason, 
and I say that if the government is going to put any restrictions upon 
insurance at all, and it does, it ought to put restrictions upon it that 
will give the poor man with his little home, and to his wife and to hi£ 
children, his $1000 insurance at precisely the same rate as the Nabob 
in Wall street who gets his hundred thousand or his five hundred 
thousand. 

Mr. Benton. Mr. Chairman, the action of this law would have 
the same effect that the contract law in the State of Kansas had. As 
a result of the contract insurance people of the State of Kansas are now 
lying in the Kansas jails with a fine over their heads. It is . nothing 
more than • to keep up prices of insurance if they cannot meet the cut 
made by their enemy or opponent in business. It is simply a combina- 
tion made to say : here are the rates established, so much on every 
dollar of insurance, no company shall charge less, no company shall 
charge more ; and under the law of the States of Kansas and Nebraska 
any compact of that kind is followed by fine and imprisonment. 

Mr. Kinder. Mr. Chairman, I did not get the * first part of this 
discussion, but I got on to the drift to see what direction it is taking, 



60 PROCEEDINGS. 

and it seems to me that the gentleman from Nebraska has lost sight of 
the matter in this : he lost sight of the fact that there is mutuality 
among the members of the insurance organizations which would make 
it imperative that each man should stand with all of the members, 
should stand upon the same basis, and not that special favors should be 
shown to some and not to others. It is the mutuality among the mem- v 
bership of an organization of that kind that makes its strength, that 
makes it possible for the transaction of business of such magnitude as 
it has acquired in this country. Without that the confidence of the 
people in the companies is destroyed ; without that it is made impossible 
to transact the business upon which it is now transacted, and without 
that would come chaos, and without that would be a destruction of bus- 
iness in the country ; and it is that principle of mutuality that is sought 
by these laws to be preserved and enforced, and it is upon that basis — 
a broader basis than the mere question of traffic ; it is not a question 
of traffic, it is a question that affects, as Maj. Merrill has well said, 
every home that is protected by the benefit of an insurance policy that 
guarantees to this family the protection and a competency after death. 
Now, it is not merchandise, and the question is not one which would 
enter into a grocery business or an iron industry. As I said before, it 
is a different question, and I believe that, as the officials, the managing 
agents, the general officers of insurance companies study the question, 
the more heartily they are in favor of the passage of such laws and their 
strong enforcement. I know in Ohio we have such a law, and its best 
sustainers and upholders are the men who govern the transaction of 
business for the companies in that State, in Cleveland — the oldest or- 
ganization among the agents ; that association is most heartily in favor 
of it. It has carried on missionary work not only in the country sur- 
rounding Cleveland, but over the entire State. Its efforts have resulted 
in the formation of an association at Cincinnati — a very difficult thing, 
because of its nearness to the Kentucky shore, and they there are en- 
deavoring to make a compliance and get a compliance with that law. 
It is difficult of enforcement in case of violation. It is difficult to make 
proof. The former Superintendent of Insurance in our State had 
occasion to prosecute that kind of a case. He came over to me for the 
purpose of pushing it, and it was pushed ; and the Courts of our State, 
as, I think, very foolishly, held that the word "wilfully," in the second 
section of the statute — and they are all alike, practically — meant 
" maliciously, " and it is exceedingly difficult to prove that that kind of 
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a transaction was done with malice. But I believe that the simple 
addition of giving, as some States have — notably Massachusetts and 
others — the power to the Superintendent of Insurance, upon proof to 
him of a violation of that statute, the power to revoke the license of the 
agent, and make him ineligible for appointment for a term of years — 
three, or more or less — would be a very effective aid to the enforce- 
ment of that statute. 

Mr. Harvey. Mr. Chairman, I want to ask a question^on this 
subject that has not been broached. First allow me to say, however, 
that our friend from Nebraska has got a little off. This thing don't 
touch fire insurance. What we are talking about now relates only 
to life insurance. 

I doubt very much, Mr. Chairman, if it is the business of the 
legislature, with all due respect to the General Court of the Common- 
wealth of Massachusetts, and some others, what an agent of a life insur- 
ance company does faith the commissions that he, under his contract 
with the companies, is entitled to receive. That is his pay, and the 
State has nothing whatever to do with his use of it. If he wants to 
give it away to Tom, Dick or Harry, or the man who took out the 
policy with him, it is something out of the province of the State to 
interfere with. It is a good thing for the local Boards of Underwriters 
to deal with, as the Cleveland board do and other boards; it is a good 
thing for them to stop the giving away of commissions, so that 
the agents that do the hard work, which is necessary to do to get men 
into life insurance companies, shall have a compensation for their labor; 
but, nevertheless, I say if they choose to give it away it is nobody else's 
business. What is infinitely better than an anti-rebate law is such a 
law as was proposed in the legislature last winter, up here at Jefferson 
City, a law which will provide the penalty of revocation of the license 
of an agent, if proof comes to the Department that he has in any way* 
verbally or in writing, given any sort of a promise or estimates, or 
represented that his company can give to its policy holders any benefits 
different or greater than a company has published in its own literature. 
That exists in this State to a considerable degree. I have in my desk, 
over at the office, an estimate, given almost in the shape of a promise, 
of benefits to result from the policy in the company represented by the 
agent giving it, which the company itself would not have dared to put 
into print. It gives as an alternative benefit, after a term of years, an 
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annuity for life. The company gives, in its published literature, a certain 
annuity. This agent put in one which the actuary of the company would 
not have dared to give, one that the company could not afford to give. 
Misrepresentations of that kind the law can deal with, and when we 
catch the agents and their licenses are taken away from them, then we 
reach a field which we can work in, and, as I said, cover something 
within the province of the State. But as to rebating commissions, my 
judgment about it is that it is something the State has nothing to 
do with. 

Col. Ellerbe. I would like to know one thing : if gentlemen who 
are the special agents of the great life insurance companies, traveling 
through the country and making special rates and special rebates, give 
a rebate out of their commissions, or whether they are paid for their 
services by the company by salaries ? 

Mr. Harvey. If we should put into execution the proposition 
which I just spoke of, and which was in our legislature last winter, that 
if any representative of a company, especially a general agent, promises 
to pay anything which is not published in the literature of the company, 
then you reach your reduction of rates, as well as other dangerous 
practices. 

Maj. ^Merrill. That is exactly, Mr. President, what you cover 
^ith the anti-rebate law. The company publishes a list of rates. It is 
not a question of what the agent shall do with the money after it be- 
comes his. It is a question of what he shall promise to do as an induce- 
ment to the insured. It is a promise that the agent makes that he will 
do something for one man that the company has not promised to do, 
and the company does not publish in their list they will do, because 
they publish an absolute list of rates. The agent promised to do some- 
thing else, precisely what Mr. Harvey says ought to be suppresed. 

Mr. Hurd. Mr. Harvey, I would like to ask one question ; does 
the agent that you refer to come out and sign that proposition himself? 

Mr. Harvey. The letters we have had during the last three or 
four years have been, I think, in every case signed by the agent. One 
of them was so particularly good that we recommended to the gentle- 
man, who was proposed to be taken in, that he send it to the president 
of the company and get him to sign it, then he would have had the best 
life insurance contract on top of God's earth. 

Mr. Vail. I am in favor of this bill. This bill is not called, I 
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suppose, in other States, an anti-rebate law ; it is what is called a law 
to prevent invidious discrimination, and it is not only in the rate 
charged on the first premium, but also in offering to certain persons 
certain contracts and conditions that are not given to the policy holders 
in generaj. In doing that it is doing an injustice to the small policy 
holder, and if it is put on the basis of invidious discrimination to the 
small policy holder the majority of them will be in favor of the law. 
But, besides that, it is the most demoralizing practice that has ever 
grown up in the life insurance business. If it was simply upon the 
policy holder that the policy was written and delivered it would not be 
so bad, but the agents under this former system, talking about insur- 
ance at 25 off, and 50 and sometimes scandalous amounts, and it is not 
only that, but it shakes the confidence of the public in the business that 
we represent. It lowers the standard of business, and, besides that, 
it puts the companies in a position gradually to increase the bonus and 
the commission to the agent, because the agent will not — that does the 
largest amount of business — will not work for nothing, and if he is ob- 
liged, by competition, to give a large part of his commission, the com- 
pany have got to stand the burden of that increased rebate. There- 
fore, if this is stopped, the companies will, as some companies are 
already doing, reduce their commissions to the agents, and the actual 
reduction of commissions to the agents cannot help but be to the benefit 
of the policy holder, and increase the dividends. Therefore I am in 
favor of the bill, and would make it as far reaching as possible, so that, 
while it may be difficult to secure convictions, the invidious prominence 
that it gives to the agent who is caught in rebating, is a worse penalty 
than the penalty itself. 

Mr. Linehan. Mr. President, the question has been covered so 
well I do not like to say anything, but I wish to call your attention to 
one point. I suppose you are all in favor of honest insurance, and the 
protection of those who cannot protect themselves. That point is this : 
there is no one argument used more effectively by our swindlers in the 
East during the past year, to excite the jealousy of the poorer people, 
than the very fact that discrimination is practiced by life insurance 
companies between the rich and the poor, and they say, consequently 
we give you a cheap insurance. I know from experience in the past 
year that no argument is more effective than that the old line life com- 
panies had discriminated between the rich and the poor ; and you pass 
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this anti-rebate law in every State, and have the Commissioners enforce 
it, and the formation of societies will be stopped and that most work- 
men will be relieved from the swindlers. 

Mr. Whiting, of Maine. I notice the opposition to the anti-rebate 
law comes from gentlemen who represent States who have been par- 
ticularly and peculiarly prominent in passing exactly such laws for the 
purpose of stopping some rebates on railroad fares and freight charges. 
Now, as the tenor of their objections was entirely general, that trade 
must not be interfered with, and that a man must have the right to 
make his contracts as he chooses, I would like to see those gentlemen 
justify the position of their States with regard to their opposition to the 
anti-rebate law. It seems it is precisely the same thing. It is not true 
that competition must be left free. It is becoming more and more 
apparent to the public, that is, the people are recognizing the fact that 
competition must be interfered with by a strong power, because com- 
petition of itself almost invariably runs into something which is, at 
least, more detrimental. Take the speculation in food products ; you 
have it in your railroads and such enterprises as the Standard Oil 
monopoly, and you have it in life insurance, and it seems to me if you 
are going to overthrow the rebate law, by reason of this general and 
philosophical notion as the freedom of trade, that you should carry your 
logic a great deal further, or else submit. I would like to say also that 
one gentlemen's opposition to it to-day was, that it was interfering with 
the companies' rights to make their contracts as they saw fit. I would 
say in regard to that that it is the companies themselves who ask for 
the passage of the rebate law. 

Mr. McBride. As I represent one of the States that the gentle- 
man referred to, I want to say there is quite a difference between the 
rebate law to railroads and insurance companies, and I am opposed to 
it. They have the power in their own hands. Now, a man writes to 
me that a certain agent is cutting rates. It is just as easy to write to 
the president of the company, and if the president of the company 
writes me, I revoke his license, if he wants it revoked. But on rail- 
roads it is entirely different. The railroads are in favor of rebates, and 
you cannot control them anyway. Besides, I am opposed to the law, 
as far as that is concerned. I do not attempt to justify it, but I say, 
at the same time, there is a decided difference between the two. They 
are not parallel cases. 
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Mr. Whiting. They could, perhaps, check their own agents, as 
far as that is concerned, but they cannot check the agents of another 
company ; and if other agents are rebating, that is where the difficulty 
comes in. 

Mr. McBride. We can meet that. You take, for instance, a fire 
insurance company. You let one man cut on rates on fire insurance 
here, and the bright agent of another company reports it, and see how 
soon that policy is cancelled, simply because all the companies are in 
favor of it — nearly all the first-class companies, and I want to say to 
you that my State has a record of cleaning out poor companies just as 
quick as any other State in the Union. I say that our last law has set 
the stamp of damnation upon poor insurance as much as any State, and 
it will continue to do so ; but I say to you that the companies them- 
selves should oppose the rebates and oppose the cutting of rates. They 
have the power absolutely in their hands, and they don't need to invoke 
the power of the Insurance Department, and burden them with that 
much more extra business. It is not the province of the Departments 
to look after every agent of the company ; let the companies do that ; 
and I say right now, I want to ask so I need not raise my voice again, 
I would like a separate vote on these resolutions, so that, if I may be 
the only one,. I may cast my vote against that resolution. 

Mr. Kinder. Mr. Chairman, I do not want to take too much 
time in this discussion, but I want to make one suggestion to Mr. 
McBride and ask him how it strikes him, and that is this proposition, 
that the supervision provided by law is not directed with the idea that 
it will protect the companies. It is not made for that purpose. The 
police power of each State is exerted for the purpose of protecting the 
citizens of the State, not the companies that transact business in the 
State. The question directs itself to where the members of the same 
Gompany who are promising the same thing, work a harm to the citi- 
zens of the State, those citizens who are discriminated against. If it 
does it is a very proper province for the State to exert its authority 
to prevent that, and it is a mistake to liken life insurance to fire insur- 
ance, or any other traffic or trade that I know of. It is a mistake. 
It is sui generis. It has no relatives that I know of. Fire insurance 
terminates with the term or with the termination of the term upon 
which it is placed. Life insurance is a continuing contract that lasts 
during the life of the party, or during the year of this investment 
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feature. It is an incident in insurance itself, and I say to you gentle- 
men, that the only active way to prevent the discrimination is for the 
State itself to see that discrimination is not made. Life Insurance 
Companies will only so far as their own interests are concerned take 
care of that thing. If the discrimination results in monied loss to 
them, they look after it quick enough. If it does not, then it depends 
upon how long the long suffering people will stand the transaction, 
whether or not that evil will be remedied. 

Mr. Benton. Will you allow me to ask a question. Is it a fact 
that the presidents of all the companies want this law ? 

Mr. Kinder. I have no doubt that the companies who are suf- 
fering, that the companies that have been and are suffering from the 
fact that they, as suggested by Mr. Vail, are put to an expense 
ultimately by reason of the discrimination made between the different 
members of the association. You cannot take from one end of a busi- 
ness without making up at some other, and I do not care what end you 
take it from, it has got to appear at the other end or somebody is out,- 
either the company or the members. 

Mr. Benton. Then it must be a benefit to the company to have 
this law. 

Mr. Kinder. It is a benefit to the company, and whatever 
benefits the company — I say it deliberately now, benefits the policy 
holders; it can't help do it. There can be no conflict between a well 
regulated and well organized company and its patrons. 

Mr. Toby. Mr, President, I am in favor of the resolution, and 
will state in Louisiana we have very few real insurance laws. . We have 
one on the an ti -rebate question, which is very effective, and it has never 
been violated but once within my positive knowledge. The law provides 
a revocation of license of a company from an outside State. If it is a 
home company it forfeits its charter besides a money penalty. If a 
representative of an outside company violates the law, his license is 
revoked and the company driven out of the State. But the solicitor 
or clerk, he goes around and makes his arrangements, gets his 30 or 40 
per cent, commission, and he divides it with the assured, there is no 
law in the State to prevent it. A man can do just as he pleases with 
his own money. 

The President. The Secretary will read the resolution in the 
order in which they appear in the report of the committee, 
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1. Resolved, That the best interests of Life insurance — justice 
alike to th« insured, the agents and the companies — will be subserved 
by the absolute suppression of the vicious practice of rebating commis- 
sions and we urge the enactment of a stringent anti-rebate law in all 
States which have not already such a statute, the amendment of such 
as have proven insufficient to remedy the evil, and the rigid enforce- 
ment of the penalties provided whenever and wherever the law is 
violated. That these statutes should expressly provide for the revoca- 
tion of the license of any agent or broker found guilty of a violation of 
of the law and of the license of the company should the practice be 
be persisted in by its representatives. 

The President. You have heard the first resolution read. What 
shall be done with it; are you ready for a vote. 

The resolution was adopted by a large majority vote. 

The President. If there be no objection the rest of the Com- 
mittee's report will be read and voted upon as a whole. 

The remaining portion of the committee's report is as follows : 

Resolved, That the assessment endowment and bond associations are founded 
upon a delusive and dangerous assumption, full of peril to the people, and 
certain to bring early and irrevocable disaster; that legislation should be sought 
to prevent their further incorporation and to bring those in existence to a speedy 
termination. 

The third and fourth suggestions in the Memorial, that companies of any 
kind organized so.ely to entrap the unwary, and the practice of circulating 
"anonymous, abusive and misleading literature" through the rivalry of agents 
ought to be suppressed, are so clearly in the line of right insurance methods as 
to require no formal expression or endorsement from this Convention. 

Upon the question of a reduction in taxation upon insurance companies and 
of uniform laws in relation thereto, your committee was favored with suggestions 
from representatives of the Fire Underwriters Association, who also presented 
arguments showing the advantage of a standard policy and a series of uniform 
riders for all of the States, and of the desirability of a general codification of 
insurance statutes. 

We consider these questions of such importance that we recommend the 
appointment by the president of a special committee of five with power to invite 
into their councils representatives of the leading insurance interests to take into 
consideration the question of standard fire policies and uniform riders, taxation 
and the codification of insurance laws, and to report at the next session of the 
Convention. 

The resolution was adopted unanimously, 
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The President. Gentlemen of the Convention, I swei we have 
here with us the Chief Executive of our State, and I have now : ih* 
honor to present to you Governor David R. Francis of Missouri. " 

Gov. Francis was greeted with loud cheers, and then addressed the 
Convention as follows : 

Address of Gov. David R. Francis. 

Mr. Chairman and Gentlemen : — I was informed hy a messenger, 
sent by the President .a few minutes ago, that the Convention was in 
session, and the message, as delivered to me, was that they were await- 
ing my appearance. This is one ol the few occasions that I have been 
taken unawares. I have often professed not to be prepared for making 
remarks, but have never been so sincere with such protestations and 5 
professions as I am at this time. However, I am glad to have this op- 
portunity to appear before the Insurance Commissioners of the United 
States, and to express upon behalf of the Commonwealth our appreci- 
ation of the compliment you have bestowed upon us by holding this 
annual meeting within the confines of Missouri, and I also am glad to 
be afforded an opportunity to express our gratitude for the distinction 
you have bestowed upon Missouri in electing our Insurance Commis- 
sioner as your presiding officer. * 

The magnitude of the interests which the Insurance Commissioners 
of this country have in their keeping is almost beyond comprehension. 
Insurance to-day, in the United States, is an interest that, if not par- 
amount, is certainly tantamount to any interest of the country. Not 
only have the insurance companies and those who manage them the 
material interests, if not the welfare of a great number if not a majority 
of the people of this country in their keeping, but they furnish to a very 
great extent the means whereby many of the larger enterprises of this 
country are carried on. I believe, and most of my political faith agree 
with me in the tenet, that there should be as little government as possible; 
that the people of a republic, certainly the intelligent public of the 
United States, require very little government.. It .has been nepessary, 
however, during the past quarter "of a century, that :we change our ideas- 
on these matters to a very great extent.* It is flow ; an admitted' fact; 
I believe, in every Commonwealth in the United States, that the great 
highways of the country — the railroads — are subject to regulation by 
law. Although private capital may construct those roads, thfey; at the 
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same time, are given life by the State itself, and to them is given the 
right of. eminent domain, and the highest legal minds in the country 
have said that, the great transportation- lines are subject to regulation 
by.law. 

: Within the past twenty-five years, I think, but I am not sure as 
to the time, the law makers of the country have also turned their atten- 
tion to the insurance companies of the land, and I was very forcibly 
impressed' by what some gentlemen said a few minutes ago, that these 
laws were enacted, not for the protection of the insurance companies, 
but for the protection of the people — of the policy holders. The ignor- 
ant and the unwary are more than likely to be deceived by the per- 
suasive tongue of the insurance agent, and, consequently, it has become 
necessary, in the wisdom of the law makers of all the Oommodwealths 
of the United States, to enact statutes whereby these unwary and 
ignorant people might be protected. Still, an insurance company, in 
my opinion, is not subject to the same regulation that a transportation 
line - is. All that an insurance company procures from the State is its 
charter. A railroad company not only derives a charter from the 
State, but it is given the right of eminent domain. It can take your 
property and mine and every other citizen's, and condemn that property 
and apply it to its own uses. Insurance companies, under the old idea 
of law, would not be subject to regulation by statutory enactment. I 
believe 4 that of late years it is universally agreed that corporations, 
doing insurance business, should be regulated by the statutes of those 
States; where they are permitted to transact their business. In this 
State we have made effort to protect our citizens. I recognize in 
you, gentlemen, who are assembled here for the purpose of conferring 
concerning the great interests committed to your keeping, men who 
have the interest of the great mass of the people at heart. Laws which 
you recommend to the legislatures of the States which you represent, can- 
not but receive the very serious consideration of their legislative bodies. 
I believe that the record of Missouri, certainly during the past two 
legislatures, goes to show that every bill recommended by the Insur- 
ance Department of the State has met with the approval of the legis- 
lative branch of our government. Consequently I say, gentlemen, I 
believe that you ought to consider, conscientiously and seriously, these 
great interests which you have in your keeping. But I did not intend 
ev«n to say this much. It is difficult to determine the exact line at 
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which governmental regulation should stop. One of the problems of this 
day and age is to determine the boundary line exactly between liberty and 
license. That is as difficult in legislating on insurance interests as it is 
on any other interests. But, however that may be, I believe that the 
policy holders of this country and the great interests of the insurance 
companies deserve protection at your hands. You hold your offices for 
that purpose. I have flattered myself for some years that I had some 
business acumen, but I was taken in by an insurance agent not many 
years ago. (Laughter.) They are among the shrewdest meet in the 
country. I do not mean to say that they are dishonest. I do not mean 
to say they are men to deceive, but what I am endeavoring to state is 
that they have these persuasive powers that will induce a man to think 
that he can put his money at four per cent, compound interest, and 
receive it all back in ten or fifteen or twenty years, and in the mean 
time have his life insured for any sum that he may see fit. Now, those 
of us who have had experience in business ought to have known better 
than that. (Laughter.) I only cite that as an instance to show how 
important it is that the insurance agents of the country should be regu- 
lated by law and held to a strict accountability. These laws, gentle- 
men, are passed by the legislative bodies of the different States, but 
their execution is entrusted to you. I am satisfied from what I have 
heard, and from what I know of the Insurance Commissioners of the 
United States, that the people have made no mistake, and I congratu- 
late them that their interests in this line are committed to the keeping 
of men so able, so competent and so honest as the Insurance Commis- 
sioners of the United States. (Loud applause.) 

Maj. Merrill, of Massachusetts. Gov. Francis very pleasantly 
spoke of the honor of this meeting coming to Missouri, and of the, 
selection of the President. I know we all feel personally indebted to 
him that through his appointment he gave to Missouri so able a com- 
missioner and enabled us to get such an excellent presiding officer. 
(Loud applause.) 

The President. Are there any further reports from Committees 
to be made. 

Mr. McEwen. The Committee on Blanks agreed upon the 
following : 
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> Resolved, That the Committee ask for an extension of time until 
the next Convention for considering and reporting a uniform fire blank 
and that all bodies interested in the subject be requested to communi- 
cate with the Chairman in writing stating such changes from the blank 
now in use by the States of Ohio, Illinois and Massachusetts as they 
may desire, and that each State Department send in a copy of its blank 
to the chairman. Also that for the year ending December 31, 1891, 
all departments are requested to follow as nearly as possible the form 
in use by said three States. 

Mr, Carey, of North Dakota. I would move as an addition to 
that that the committee be instructed by this body during the interim 
to prepare a blank and report at the next Convention. 

Mr. McEwen. I am under the impression that that is in con- 
templation by the committee at such time as we shall arrive at the 
proper basis for arranging a new blank. 

The Secretary again read the report. 

On Motion of Mr. Hurd, seconded by Mr. Benton the report was 
adopted. 

Mr. HARyEY. In the direction of the suggestion made in the 
President's address and the report of one of the committees this morn- 
ing, I offer the following : 

Resolved, That a commission to consist of three commissioners or 
superintendents of insurance, and two department actuaries, with au- 
thority to invite, to meet and act with them three Presidents of Life 
Insurance Companies and three members of the Actuarial Society of 
America, not connected with State Departments, shall be appointed to 
recommend some uniform rule of action upon the matter of non-for- 
feiture of life insurance policies, such commission to report at the next 
session of this Convention. 

Seconded by Mr. McBride. 

Mr. Ewen. I would like to have this resolution read once more. 

The resolution was read by the Secretary. 

Mr. Whiting. Is this a report from a committee ? 

The President. No, a resolution offered by Mr. Harvey, based 
upon the report made by the committee a few moments ago, of which 
Mr. Luper was chairman. 

Mr. Kinder. Do I understand, Mr. Chairman, that this com- 
mission is to draw up a bill for approval, or report generally upon the 
subject ? 

Mr. Harvey. Generally a recommendation of whatever the 
commissioners may agree upon in the matter of legislation. 
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. The President. It follows up the report made by Mr. Luper a 
few moments ago. He states the difficulty in the way of taking any 
action in the matter now. 

^Mr. Whiting. We want to bring out more discussion of this 
matter, as I think the subject is one which very much needs it. I 
presume it arose by reason of the recent decision in this State in the 
case of Wall vs. Equitable Life Insurance Co. As you, probably most 
of you, know that is a case in which the non-forfeiture law of the State 
of Missouri conflicts with the non-forieiture law of the State of New 
York; the company issuing the policy endeavoring to have the non- 
feiture law of its own State operate, when by reason of this decision 
of the court — which will probably now make the law hereafter — the policy 
having been delivered in the State of Missouri, the non-forfeiture law 
of Missouri is the one which becomes enactive, and the company is 
brought up to laws that they never contemplated. Now the idea 
is that by enacting a uniform non-forfeiture law throughout the various 
States that it may be gotten around by making it immaterial as to 
which of the States controls in regard to the lawj That is one way 
out, but it seems to me an exceedingly long way out of it, and .one 
which is surrounded by a great many difficulties. In the first place, 
there is the difficulty of getting your uniform law. Now it is very well 
for you gentlemen here to talk as fine as you choose, and perhaps come 
to a unanimous resolution — more or less so, but you do not make the 
laws, and after you have dispersed and go to your various legislatures, 
you will find that the laws are probably made by some gentlemen irom 
the hay seed district who won't agree with you in your insurance ideas, 
and the result will be that you will not get a uniform law on that 
subject. It is about as utterly impracticable and improbable as any- 
thing which might be named. 

It seems to me that there is a shorter way to dispose of that subject, 
and a very much better way. I think the best way to cut off a dog's 
tail is to do it right close up to his ears, and abolish all the non-for- 
feiture laws that now exist in the various States. That is a very simple 
way out of it. Non-forfeiture laws commenced some years ago, and at 
that time there was, no doubt, some call for such legislation, because 
companies were taking advantage of the fact of lapses and exacting very 
large surrender charges, and forfeited policies right and left, but to my 
mind the necessity for that does not exist to-day. Competition has gone 
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so far that no company can expect to float policies without a liberal sur- 
render clause in their policy. The public have become more discrim- 
inating. They write to agents of other companies. They become 
aware of the important items. In the canvass for insurance it has gone 
so far to-day that there are several companies who are offering to return 
the entire reserve on policies. I do not believe that any State law 
would undertake to beat that. In fact, the danger lies quite in the oppo- 
site direction : that in the competition of this thing that the amount paid 
for surrender values will go too far — more than the companies can afford 
to pay. There is an inherent difficulty in this subject, and that diffi- 
culty lies in the fact that you can hardly find two actuaries who will 
agree as to what a proper non -forfeiture law should be; and* that is 
exactly what has given rise to the present difficulty. Massachusetts 
enacted a law in 1861. After a while she was not satisfied with it, and 
erratically made a change some ten years ago. Now, Missouri was not 
satisfied with the changed law of Massachusetts — and it is presumable 
that she took all the advice that was obtainable on that subject — and 
she went to work and made a modification in that law. And hence this 
difficulty was met in the case of Wall vs. Equitable Life, because the 
Actuary of New York could not agree with the Actuary of Missouri, 
because neither would agree to the other law. 

Mr. Harvey. Our law was passed before the new law of Massa- 
chusetts. 

Mr. Whiting. Then we will reverse the method of looking at it, 
and it amounts to precisely the same thing. * 

Now then, you have got a non-forfeiture law again in the State of 
Michigan, which does not agree with either of the other two. You 
have another one again in the State of New York, and that does 
not agree with either of the other three, and in Ohio, about three years 
ago, they were red hot for an insurance law, and the law they were 
going to make was not exactly in accord with any of the others. And 
this reference of the question to three Actuaries in the Departments and 
three Actuaries outside of the Departments, and any number of Presi- 
sidents, or anything else you please, is not going to result in any sort 
of an agreement as to what ought to be done. And therefore it seems 
to me that the resolution is a useless way out of the difficulty, and the 
only real and radical way out of it, the necessity for those laws having 
passed, is simply to abolish those laws, as we need them no longer. 
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Mr. Harvey. I did not apprehend that this resolution was going 
to result in the discussion of the merits of the non-forfeiture law. I 
can appreciate, as well as Mr. Whiting, or anyone else, the difficulty 
ahead of those who are going to compose a law. The resolution does 
not quite attempt that. It proposes to recommend what shall be the 
rule of action. It does not make a particle of difference to the State, 
as the President in his address stated, what the surrender charges, sur- 
render value, paid up insurance, is, or the time when the non-forfeiture 
shall take effect, whether it shall be paid up insurance of a reduced 
amount, or an extension of the whole policy. That is outside of the 
main question, and it may all be regulated by the company. What 
can be accomplished by the commission is that the companies may be 
got to say — and what the State ought to insist upon — that whatever 
the form of commutation, it shall be self-acting, and it shall be within 
a reasonable number of years after the entry of the policy ; it may vary 
as to the elements of the commutation in forty-six different ways with 
the different companies. . All that the people want is that the non-for- 
feiture shall be self-acting, and then competition will let the people 
become aware of the companies which give the best. 

Mr. Hurd. Mr. Chairman, I do not see that Mr. Whiting's pro- 
position is any shorter way out of the woods than the other one. Nearly 
e^ery State in the United States to-day has got a non-forfeiture law. 
We have got to get that off of our statute books in some way, and while 
we are getting that off, I think we would just as well come pretty near 
getting a uniform one on. Consequently I am in favor of the resolution. 

Col. Ellerbe. (Mr. Luper in the Chair). I am most heartily in 
favor of the resolution, and, I think, every Insurance Commissioner who 
has not a law somewhat similar to that of our friend from Massachusetts, 
is in favor of something of that sort. Now, with all due deference to Mr. 
Whiting, the time has not come yet, nor will not for a great many years, 
when you can abolish the non-forfeiture law in any State. In my opinion 
you certainly cannot do it in this part of the world. While our legis- 
latures in Missouri have paid a very considerable attention to the 
recommendations of the Insurance Department of this State, it has been 
brought about by the fact that it has never recommended any such 
radical change as abolition would be. Personally I am opposed to-day, 
from experience, to any law which would bring about the abolition of 
the non-forfeiture statutes of this State, and we are now in this State 
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non-forfeiture law of considerable value, of very considerable value to 
the policy holders of one insurance company. But what we do want to 
get at is something whereby a policy holder may know something, sim- 
ilar to the law of Massachusetts — may know what he is depending 
upon, in case he lapses his policy ; and I take it that it does not lie in 
the mouth of an insurance company to say that you shall get something 
or nothing, as it pleases. In the case of a life insurance policy, a 
majority of the policy holders of life insurance to-day in the United 
States stand in the position of partners in the business. The business 
is done upon a mutual basis, and they are partners in it, and are entitled 
to participate in the profits, and if, by any recent misfortune, the busi- 
ness is ended, the policy holder goes out, he is entitled, at least, to 
some interest, something back. And it is for the purpose of letting 
people know what they are to get, and not being compelled, ever and 
eternally, by a law suit to settle. It isn't the company's desire, in the 
first place ; and, in the second place, it is right, in my judgment, for 
policy holders not only to get back what they are entitled to, but to 
know beforehand when they are going to get it, and therefore I am in 
favor of something — not that this resolution doerf not reach the question 
— that will bring about legislation upon this particular point, that will 
reach the evil as it exists in every Insurance Department, where no 
such law prevails as that in Massachusetts. 

Mr. Whiting. Let me ask the Colonel one question. Does he 
know of any company that is to-day issuing new policies which do not 
have a clause of surrender of some kind in them to the policy holder 
what he is going to get ? 

Col. Ellerbe. No, sir, he does not, but the man does not know 
what he is going to get, he can't tell. I don't know, of my own knowl- 
edge, of one clause on policies issued by the insurance companies of one 
State, except Massachusetts and Missouri, where the man just knows 
what he is going to get, on the back of it, which shows what he is going 
to get. That is done by operation of law ; in some other instances it 
is done voluntarily, but in a number of them it is not. 

Mr. Harvey. Let me answer one question asked of Mr. Ellerbe. 
I do not know myself of any company which does not provide for sur- 
render value, but I do know of a whole lot of companies that are still 
issuing policies which require of the policy holder that he shall do 
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something, either applying before the term has expired for which he 
has paid the premium, or within a certain number of days afterwards, 
to get that which : is absolutely his. 

Mr. Whitino. If the gentleman pardons me, another„suggestion .: 
If the question is simply one that a non-forfeiture shall apply in every 
policy written, some given limit of time, not very lengthy, your conflict 
of law does not make any very great difference, but in that case youdon't 
need this great galaxy of Actuaries from one place and another place ; 
you must get along without them, and have lawyers instead. 

Mr. Vail. I am in favor of the resolution for the simple reason 
that we are here to secure uniformity. If this gathering of Actuaries 
could not agree, it is very probable that the Presidents and others 
might, and a majority report of that committee being submitted to this 
Convention, would probably approach closer to the object that we desire 
to attain. Of course, it would be unnecessary and impossible to advo- 
cate the doing away of the non-forfeiture laws already on the statute 
book; that is out of the question. Then, another thing, if we should 
agree upon a form of non-forfeiture law, that very recommendation 
from the Commissioners of the United States would have a tendency, 
at least, to have the cofnpanies conform in their non-forfeiture clauses 
in each policy. As it is now, the very fact of difference and of no 
recommendation is one reason why the policies themselves of the vari- 
ous companies differ so widely in the nop-forfeiture clause. I am, 
therefore, in favor of the resolution. It can do no harm. 

Mr. Kinder. Do I understand that this resolution contemplates 
preparing a form of bill to be introduced in the several legislatures, or 
simply to fix the data upon which the bill may be based? 

Mr. Harvey. That will be determined after the commission 
meets, as to what will be done. For instance, when the commission 
gets together there will probably be several different opinions as to 
what the surrender charge is to be. 

The resolution was put to the Convention and adopted. 

Mr. Vail. I would like to offer a resolution to refer to the Execu- 
tive Committee before we adjourn. I think, perhaps, one of the reasons 
we have labored under a disadvantage has been that the committees 
appointed by this body hav« not been concurrent with the term of 
office of the officers of this Convention ; that the committees have been 
appointed by one officer, and unless he be re-elected, then they serve 
under another. 
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The President. That was remedied at the last meeting of the 
Convention, I believe. It was remedied so that the in-coming President 
appointed his committees, as at the meeting at Cleveland, a year ago. 

Mr. Vail. Perhaps, if you will permit me, I might read this, to 
be submitted : 

Moved, That the term of service of the various committees, except 
the Executive Committee, shall expire with the adjournment of the 
Convention, or upon appointment of their successors. 

The President of the Convention shall appoint the various commit- 
tees, other than the Executive Committee, designating the chairman, 
within sixty days after his election, and, through the Secretary, notify 
the various members of their appointment, securing a written accept- 
ance, if possible. The various committees shall be selected,, as far as 
possible, from those present at the last Convention, each member present 
being assigned to one or more committees. A list of the various com- 
mittees, when completed, to be sent to the insurance journals for publi- 
cation. The President shall have authority to appoint new committees 
and assign to the same such matters as he may deem advisable to ex- 
pedite the business of the Convention and accomplish the best results. 

The chairman of each committee shall, personally or through the 
Secretary of the Convention, communicate with such persons, com- 
panies or associations, as shall be interested in the matter of which the 
committee shall have charge, requesting the submission of papers, 
opinions, facts, etc., to the committee on such matters for consideration, 
and report to the Convention at its next session. 

The chairman of each committee shall, within sixty days after his 
appointment, report to the President, through the Secretary, the organ- 
ization of the Committee and progress made, and shall from time to 
time report progress, summarizing the work of the committee in a report 
to be made teu days prior to the holding of the next Convention. 

The President, through the Secretary, shall appoint a place and 
hour of meeting for each committee on the day and, if possible, prior to 
the holding of the Convention. The President to fill vacancies from 
those in attendance or expected attendance at the Convention. 

; In this way we would have, at the beginning of the Convention, an 
active committee that shall continue during the entire Convention and 
report to the President, thus makiug the Convention a success. The 
chairman of each committee to have authority to call for papers upon 
these matters. 
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The President. You request that the resolution be referred to 
the Executive Committee ? 

Mr. Vail. Yes, sir. 

The President. It will be so ordered. 

Mr. Luper. Mr. President, I desire to offer the following 
resolution : 

Besolved, That all special committees appointed to consider subjects 
which are to be reported to a later convention shall, as far as practi- 
cable, have their report, including copies of any forms, etc., presented 
in print, so that members may have copies thereof at least thirty days 
before the assembling of the Convention. 

Moved by Mr. McBride, seconded by Mr. Kinder, that the reso- 
lution be adopted. The resolution was adopted. 

Mr. Harvey. Mr. Chairman, I suggest that the Convention take 
up Mr. Whiting's paper. 

The President. Mr. Whiting's paper will be the next in order. 

Mr. Whiting. As a member of the Committee on Rates of Inter- 
est and Mortality, I prepared the following paper for your consideration: 

The Future Rate for Interest. 

Loans upon real estate have ever been the principal investment 
for life assurance assets. Such loans within fifty per cent of the value, 
upon properties situated in places not likely to * change as centres of 
business or residence, in growing cities, and made at periods when the 
appraisals are not unduly inflated by speculation, offer the highest rate 
of interest consistent with reasonable safety for the investment of large 
sums of money. Equal perhaps in point of safety and convenience, but 
bearing a less rate of interest, comes town, county, city and State bonds. 
The very low rate upon national securities and the uncertainty of rail- 
road and corporation stocks and bonds practically exclude these for 
insurance purposes. 

Twenty years ago seven per cent in the East and twelve per cent 
in the far West and South was easily obtained upon real estate loans. 

So confident were many economists in the permanence of such rates 
that six per cent, was recommended as a safe basis for life assurance 
calculations upon risks extending many years into the future. To-day 
money is offered in abundance upon the same security in the East at 
five per cent., and in the West and South at seven-^-a decline in a score 
of years of from two to five points. 
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We hear now not quite' so much about American resources and 
enterprise, and are beginning faintly to recognize that as our vacant 
lands fill up, and as we approach the reasonable limits of population we> 
too, must confront the same problems of decreasing interest with which 
the Old World has had to contend. In Europe the figures have dropped 
within the same period from five to four per cent., in spite of its liberal 
supply of capital to the New World and to Asia, Africa and Australia. 

It may be too much to look for an equal decline in the next twenty 
years in this country, but a fall to four per cent, in the Eastern and 
to five per cent, in the Western and Southern States within that period 
is certainly not an unreasonable expectation, when we consider the past 
and the really limited quantity of first-class lands remaining unoccupied. 

Those familiar with the territory tell us that from twenty-five to 
fifty per cent, of Colorado, Utah, Idaho, Montana, Nevada, Arizona, 
New Mexico, Kansas, Nebraska, Dakota, Washington and California 
are worthless for investment purposes, and that the high rates now ob- 
tainable there on farm mortgages are only temporary. 

It is requisite that the main factors which govern the case should 
be clearly comprehended. The general explanation that interest is a 
sort of ratio between the supply of capital and the demand for its use, 
does not aid us very much. 

Whatever makes toward the increase of the supply or the decrease 
of the demand relatively decreases the ratio of interest. 

The principal factor increasing the supply of capital is unquestion- 
ably the discovery and invention of new processes and machinery for 
production of wealth. If we stopped where we are, accumulation would 
not cease uutil the rate of interest falls so low that it would pay no 
longer to save. 

The forces for production already overcome the agencies of con- 
sumption ; the declining rate of interest all over the world proves this. 
But we will not cease to discover and invent. There is every reason 
to believe the coming twenty years will show a record quite as worthy 
in this direction as any which has preceded, and that the then greater 
power to provide a surplus will produce a still greater ratio of savings, 
and will depress interest to the minimum in still shorter time. 

Besides, the ever-increasing tendency towards the production of 
capital, there is a constantly decreasing tendency towards its waste. In 
times not remote, war, famine and pestilence could always be depended 
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upon to exhaust whatever little accumulation the people could save 
above their necessities. To-day these agencies are diminishing, and 
may be expected to become practicallyeliminated by the onward march 
of democracy, commerce and medical science. 

Thus we find surplus of capital, by reason of invention, diminutien 
of waste, and greater possibilities of saving tends to accumulate in in- 
creasing proportion per capita. 

The only agencies which can hold it back is an increase in the de- 
mand equal to or greater than the increase of the supply — a consump- 
tion) equal to the production. 

We have seen that iu the immediate past consumption does riot 
equal production, notwithstanding an enormus increase of population 
within our borders, composed of persons who begin without any capital, 
and who must borrow it to afford them the necessities of life. When this 
ratio of increase diminishes, as it shortly must, the demand for capital 
must relatively diminish. It is possible, however, that the wants (con- 
sumption) of people may increase with their ability to supply those 
wants. That wants per capita do increase with wealth is beyond doubt'. 
But that they increase in the same proportion is contrary to all the 
teachings of economic history. There is a plain reason for this. After 
the ability to supply necessities has been reached the tendency to saving 
begins. A saving bank deposit is one of the comforts of life, and in- 
vestments in bonds and stocks among its greatest luxuries. Therefore 
the ratio of consumption relatively diminishes with the increase of pro- 
duction per capita. 

According to the last census the amount of machinery per capita 
used in the United States was the largest of any country. If this con- 
tinues, its average of wealth must shortly be the greatest, and its rate 
of interest the lowest, in the world. 

Two causes may temporarily suspend this result. One, free trade, 
by which our capita! might, like that of England, be called upon to pro- 
duce for countries newer or less civilized than ourselves, thereby increas- 
ing the demand. 

The other, a reduction in the hours of labor, which, by decreasing 
production, decreases the surplus over consumption. Both of these 
causes, however, in arrest of a declining interest would soon be over- 
come by newer invention and discovery. 

The pressure of a falling rate of interest is beginning to be seriously 
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felt by our life insurance companies. Already two have voluntarily 
reduced their basis to three per cent, for new business, and others are 
giving it consideration. 

The vast sums locked up in this kind of corporations, and the dis- 
astrous effectls of an over-estimate of the future rates of interest obtain- 
able, renders the matter, of the gravest importance. Although the 
rate should not decline with the rapidity apprehended, it is wisest to be 
upon the safe side and estimate too low rather than too high. As some 
change must shortly be made in the official standards as regards inter- 
est, it would seem best to make it so low as to be safe and unnecessary 
to be changed again, at least for many years. Such changes are always 
disturbing and involve considerable expense. 

With this end in view, and after much consideration, the writer 
hazards the suggestion that the standard for reserves should be reduced 
to three per cent., and offers the following considerations which lead 
up to it. 

There is every reason to believe our rate of interest will, in time, 
be as low as any in the world. Already the English companies, with 
unrestricted opportunities for investment, receive but four per cent, 
upon their assets, and some of the more conservative are reducing their 
standard to two and a half per cent. Our companies to-day get upon 
total assets about five per cent. It is true the rate is higher, if all 
interest income is calculated upon the reserve, but as the standard is 
established to check companies which have become impaired and have 
no surplus, the reserve in such case would only receive five per cent. 
It is not unreasonable to expect a reduction down to four per cent, 
within the next quarter century. But the four per cent, to be received 
would be the gross and not the net amount earned. From this four 
per cent, has to be deducted the expenses attendant upon conducting 
the investment branch of the business. This is not far from one-half 
of one per cent. A further reduction should be made for the inevitable 
loss of principal, incident to even the most careful scheme of investment 
at current rates. He who uses up his entire interest income will always 
come to grief. Sooner or later defects of title, defalcations, civil com- 
motions, wars, suits, conflagrations, panics or other unlooked-for acci- 
dents will impair the principal. 

Every investment yielding the fair rate of interest for its time 
required a sinking fund in the nature of an insurance against loss. This 
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should not be less than another one-half of one per cent, annually. So 
that in the end we have but three per cent, left, which can be con- 
fidently relied upon for a term of years equal to the future average ex- 
pectation of lives insured. Such a rate does not in the long run take 
anything from the policy holder. If the company earns more he gets 
it back in dividend. 

There are some additional considerations which justify this reduc- 
tion. Paid-up policies and annuities should be based upon a low rate 
of interest, as they have no fund from which to contribute towards ex- 
penses. Death claims are paid immediately upon presentation of proof 
of loss, causing a loss to the company of about four months' interest. 
Policies lapse in large numbers before the forfeited reserves pay back 
their cost. The net premiums received, especially those from abroad, 
cannot be immediately invested, as required by the formulae. Unpro- 
ductive assets, cash on deposit and other drains, for which there is no 
provision except from a gain in interest earnings, diminish a company's 
interest resources. 

The margin or loading upon premiums are pledged for commissions 
and ordinary expenses, while gains fcom surrender charges, over and 
above the actual damage for retiring, are wholly indefensible and liable 
to become eliminated by competition. 

These cannot, therefore, be relied upon to make good a loss from 
interest. But, it will be objected, a change to a three per cent, base 
would embarrass some of the weaker companies. So it would* 
if this change alone was made. There is another alteration in 
our antiquated methods which calls as loudly for change as a decrease 
in interest. It is high time the system of net valuations was abolished, 
or modified as a measure of solvency. It never was logical. A valu- 
atiQn is necessary for two purposes. One to ascertain the divisible sur- 
plus ; and the other, whether the company is able to meet its future 
obligations. For the first a net premium valuation is proper enough, 
in order that future loading may not be included in present divideuds. 
But for the second, and the one with which the State has most concern, 
the net method is an outrage on common sense. It has led to the 
winding up of concerns entirely able to meet their debts, both present 
and future. Persistence in this blunder has been most instrumental in 
discrediting State supervision. , 

A proper standard of solvency would be a valuation by crediting 
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gross premiums after making reasonable deductions thereupon for future 
expenses, and excluding negative values. 

This would give credit for some of the loading, thereby offsetting, 
in part at least, the drop to three per cent., and practically leave the 
companies' reserves about where they now are in amount. It would 
enable the change to be made at once upon the entire business. The 
application of a lower rate of interest to new business alone is illogical — 
different parts of the whole reserve cannot be deemed to be earning dif- 
ferent rates of interest at the same time. Nor does a change to gross 
valuations involve extra cost or clerical help — on the contrary. By 
very simple expedients, which will occur to every actuary, and by 
grouping the data according to ages, valuations, both net and gross, 
may be made in shorter time and with less expense than by the present 
clumsy contrivance, known as the seriatim method. Now, that the 
companies have grown so large they have a right to complain of the 
expense levied upon them by this piece of antiquity, and the delay and 
duplication of labor it causes in getting out State reports. 

The writer would further recommend that another table of mor- 
tality be substituted for those in present use, for reasons set forth in a 
paper read by him before the Actuarial Society in April last. Since 
the present tables were adopted, the experience of the twenty English 
and thirty American offices have been compiled, and afford a better 
guide than the old actuaries and so-called American tables. 

In using a new table, the first ten years' experience should be 
eliminated so as to exclude medical and adverse selections with their 
confusing and disturbing effects ; thus leaving the gains from medical 
selection free to be divided as dividends or offset the extraordinary ex- 
penses of new business, and leaving the loss from adverse selection to be 
provided for by surrender charges. A table of mortality/ to be used as 
a measure of solvency, should have no aid from medical examination in 
it, as companies in a condition to require its application do but little, if 
any, new business. 

The writer is painfully aware of the great importance and difficulty 
of the subject he has attempted to handle ; but this only makes its dis- 
cussion the more necessary. The initiative should be taken by the 
Superintendents of the State departments whose province it is to recom- 
mend laws to their respective legislatures. It should be done as nearly 
as possible, as a body, in order that the inconvenience of different laws 
in the several States should be avoided. 
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This question has been more or less agitated for three years past, 
and is becoming a burning one. Light should be solicited from all 
quarters, especially from those interests most affected, in order that 
final action may be intelligent and efficient. The principal obstacle to 
a change to gross valuations is the proper determination and distribution 
of future expenses. Although equally as important as the estimates for 
future interests and mortality, this branch of the subject has been 
strangely ignored, and serves to show the one-sided and disjointed 
method employed in calculating reinsurance reserves. Its treatment 
requires the utmost care and skill in view of the importance of the 
interests at stake. 

The best means to. accomplish this would seem to be the appoint- 
ment of a committee, to hear all those who may feel interested in stat- 
ing their views, with instructions to report its conclusions and reasons 
therefor, at the next convention. It would be impracticable to under- 
take its consideration within the iew days at our present command. 

Maj. Merrill. I move that the paper be referred to the Com- 
mittee on Rates of Mortality and Interest. 

The President. It will be so referred. 

The Convention then took a recess until 3 o'clock p. m. 



AFTERNOON SESSION. 

The Convention was called to order by the President, at 3 o'clock 
p. m. 

The Secretary read a telegram from the Fire Underwriters Asso- 
ciation of the Northwest, extending a hearty invitation to the Commis- 
sioners to be in attendance at their meeting to be held at Chicago, on 
Wednesday, Thursday and Friday of next week. 

The President inquired of the Convention whether it was the in- 
tention that the present chairman appoint the special committees to 
whom are now to be referred certain matters, or whether the same 
shall go over until the new President is elected. It was the sense of 
the Convention that the present Chairman make said appointments. 

The Committee on Place of Meeting and Officers for 1892 reported 
the following : 

Mr. President — Your Committee on Place of Meeting and Officers 
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for 1892 beg leave to report the following named gentlemen for officers 
for the year 1892. 

For President — Hon. Geo. B. Luper, of Pennsylvania. 

For Vice-President — Hon. W. H. Kinder, of Ohio. 

For Secretary — Hon. J. J. Brinkerhoff, of Illinois. 

Executive Committee — Hon. C. P. Ellerbe, of Missouri ; Hon. Wm, 
A. Wright, of Georgia; Hon. John C. Linehan, of New Hampshire. 

As regards location your committee would respectfully submit the 
following named cities for the consideration of this Convention : St. 
Paul, Lincoln, New York City, Thousand Islands, Niagara Falls. 
Respectfully submitted, 

Thos. H. Benton, Chairman. 

The President. From experience at former Conventions I imag- 
ine that we had better separate this report into two parts, and vote 
upon the question of election of officers first. 

Mr. Talbott. I move that the report, so far as the election of 
officers is concerned, be adopted. 

Seconded by Mr. McEwen. The report as to the election of officers 
was adopted. 

The President. Now, as to the second part concerning the 
location, the Secretary will call the roll, and you will vote by States, 
each State being entitled to one vote. 

Mr. Benton. I would move, before the roll is called, that each 
gentleiman who names a location be allowed five minutes to present the 
claims of his city for the Convention. 

The President. Unless there be objection to that it will be so 
ordered. 

Maj. Merrill. I suggest that we proceed in the nominating 
speeches in the order in which they are mentioned in the report. 

Hon. Elmer H. Dearth of Minnesota, spoke in behalf of St. Paul 
as follows : — 

Gentlemen of the Convention, I get up here where you can 
look at me, which may not be in my favor. I have come backed by 
the citizens of the city of St. Paul, Minn., represented . by several 
strong bodies, comprising the Jobbers' Union, also the Chamber of 
Commerce, and the Board of Underwriters. They have formally, at 
their 4 respective regular meetings, passed resolutions, extending — in 
the form of a resolution — extending a cordial invitation to this body to 
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hold their next annual meeting, in 1892, at their city. They also give 
me authority to extend the cordial freedom of the city, and in the way 
of entertainment there will be no pains spared, or money for your enter- 
tainment, while the guests of that City, which I have the honor to 
represent to-day. 

I will read here the resolution which they placed in my hands from 
the St. Paul Jobbers' Union. 

St. Paul, Minn., Sept. 21, 1891. 
Elmer H. Dearth, Esq., Deputy State Insurance Commissioner : 

Dear Sir : — At the last meeting of the St. Paul Jobbers' Union, 
held September 18th, the following resolutions were unanimously 
adopted by the Union : 

Resolved, That the Deputy State Insurance Commissioner, Elmer H. Dearth, 
be and he is hereby duly authorized to present this invitation, on behalf of the 
Jobbers of St. Paul, to the National Association of Insurance Commissioners at 
their annual meeting in St. Louis, Mo., September 30th, 1891. 

Yours truly, A. S. Tallmadge, Sec'y. 

I received the following from the St. Paul Chamber of Commerce. 
This is addressed to the speaker. 

Dear Sir : — The following was unanimously adopted by this 
Chamber to-day : 

Resolved, That the St. Paul Chamber of Commerce heartily join in the invi- 
tation extended by the St. Paul Jobbers* Union to the National Association of 
Insurance Commissioners to meet in St. Paul in 1892, for their annual Convention, 
and that the free use of this Chamber is tendered to them for their meeting. 

Yours truly, A. S. Tallmadge, Sec'y. 

I also have, in the form of a telegram, the resolution not having 
been passed — their meeting not being held until the evening I left — 
the following, dated September 30, 1891 : 

The Minnesota Association of Life Underwriters extends a cor- 
dial invitation to the National Association of State Insurance Commis- 
sioners to hold their next annual meeting in St. Paul. 

R. F. Staal,- Pres't. 

Now, I don't know that I can say anything more that will induce 
the members of this body to think that St. Paul is the proper place for 
the next meeting. We can assure you that there will be no pains 
spared to entertain you. We have some elegant cities up there ; Min- 
neapolis, a suburb just above us, has got to be quite a little town by 
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itself, and we will endeavor to show you that before you leave. We 
h^ve a population under the last, or revised, census of 145,000 ; the 
original, or true, census gave us 165,000 or 170,000, 1 believe. I trust 
you will all support me for St. Paul. 

Hon. W. H. Benton spoke as follows, in behalf of Lincoln : — Mr. 
President and gentlemen of the Convention, in presenting the claims of 
our city to this Convention, I want to refer first to the proceedings of 
the National Convention of Insurance Commissioners of 1890. I find 
there that New York had been adopted as a place of meeting four 
times, Chicago four times, St. Louis twice, St. Paul twice, other places 
in proportion. I find it has been the custom of this Convention to jump 
from the extreme East to the extreme West, as Denver; from the ex- 
treme North, St. Paul, to St. Louis on the South, thus skipping the 
central portions of this country. As regards our city, I have a telegram 
here, signed by the President of our Board of Trade, in which he ex- 
tends, on behalf of the city, an invitation to this Convention to meet at 
Lincoln in 1892. We have a city there, not of 140,000 or 165,000, but 
we have 60,000 actual ; we have 35 trains arriving there daily. If we 
included the suburb of Omaha, as St. Paul does Minneapolis, we prob- 
ably could get a couple of hundred thousand people. The citizens of 
our town are very anxious to have this Convention meet there. It is 
the capital of our State, and not only the citizens of the city but the 
citizens of the State will unite with us in welcoming you there and ex- 
tending to you the hospitalities, not only of the city of Lincoln, but the 
whole State of Nebraska. We have out there a State which is un- 
equalled in all the States of the Union. We have a crop there which, 
ground up last year, will be able to feed you all, and I ask you, on 
behalf of our city, that if it is your decision to meet with us there", we will 
do everything in our power to make it pleasant for you, and I assure 
one and all that you will not regret coming to our city. 

Mr. Vanderpoel, of New York, spoke as follows : I do not wish to 
intrude myself on the gentlemen here more than simply to make my 
little say, for which I am instructed to by Superintendent Pierce. He 
told me to state to the gentlemen of the Convention that he was very 
anxious, after having consulted with the various fire and life insurance 
companies in New York City, that you gentlemen come to New York 
City in 1892. I have nothing to say with reference to New York City 
more than an ex-Judge of the United States Supreme Court once said ; 
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She speaks for herself. Mr. Pierce impressed upon me that I should 
a3k you gentlemen to give New York your favorable consideration, for 
your meeting 1892. 

Mr. Whiting, of Maine, spoke for the Thousand Islands as follows : 

I presume I always, more or less, represented the Thousand 
Islands ; therefore it would not be necessary to bring certificates or 
requests from Boards of Underwriters. Her inducement? are sufficient 
for herself, without any certificates whatever. Every man who has 
been there wants to go there again, and who has not been there wishes 
to see it. It. is one of the standard watering places upon this continent, 
in all probability; and having come from that place myself, I come 
flushed with the recollections of her many charms, and I am satisfied, 
should you choose to go there, you will not feel disappointed. There 
are very unusual facilities in the way of fishing, and at the hotels you 
meet all the beauty and all the chivalry of the various portions of the 
country. I do not think that any special advocacy on the part of the 
Thousand Islands is necessary. 

Mr. McEwen, of Ohio, advocated the claims of Niagara Falls as 
follows : 

Mr. President, I want to say in the outstart that my representation 
of the advantages of Niagara Falls is an entirely unselfish one ; I even 
thought advisable to shirk this duty on my friends Smith and Whiting 
particularly, and about the first thing that I have to say is that Niagara 
Falls speaks for itself, too, and we have no Union, no corporations, but 
we have the freedom above the Falls and below the Falls. Another 
reason why I advocate Niagara Falls is because it is a compromise can- 
didate tor this favor. Now, it has been customary, as -our friend said, 
that we held this Convention once in the East, then the next time in 
the West, then a little North and perhaps a little South. Two 
years ago, after being in the extreme North, we went then to what we 
call the Far West in the East ; coming down from Massachusetts, it 
is a good long ways, you know, to go to Denver; then, we went 
out West again, Ohio belongs to the West; and still we are in the 
West. Now, the Eastern people begin to think that it ought to be 
drawn a little nearer toward them. Niagara Falls seems to be 
right at the gateway between the East and the West, and, as you all 
know, it is a pleasant place to go to. It belongs to nobody, except that 
•it is, presumably, under the control of the State of New York. 
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The fact is that at Niagara Falls we have good hotel accommodations, 
always do, about this season of the year, and we have not only the free- 
dom of the place, but the place pretty much all to ourselves, and we 
can get to see all that is to be seen. I sincerely hope that this Con- 
vention will settle down at our town. 

• Mr. Benton. Until I became the head of the Insurance Depart- 
ment of Nebraska, it never was represented by an Insurance Commis- 
sioner in the Convention. It has been my aim that it was represented, 
either by myself or my deputy, during my term of office. Next year 
will be my last term of office and my last chance tp entertain this Con- 
vention, and I sincerely hope they will decide to come. 

Mr. Harvey. I don't know but I ought to say something to 
reconcile the difference or doubt which has grown up in my own 
mind. I am on both sides of the proposition. Because I had some- 
thing to do once with Lincoln at an early day our friend from Nebraska 
thinks I cannot go back on Lincoln. Because I hope some day to 
buy some real estate in St. Pinneapolis-^(laughter) — my friends up 
there think I cannot go back on St. Paul. Now, this insurance busi- 
ness—we all know we talk about it a great deal as a business of aver- 
ages — is a business of means and equalization, hence, I think, we can 
harmonize between St. Paul and Lincoln by averaging it, and taking 
the Convention next year to Bismarck, which is equally distant from 
both of those places. 

The President. Does any other gentleman desire to be heard in 
the advocacy of Thousand Islands, or Niagara Palls, New York, St. 
Paul or Lincoln ? 

Mr. Luper. If it is in order I would like to enter a dark horse 
in this race. 

The President. A dark horse is always in order, sir, in the 
United States. 

Mr. Luper. On behalf of the State of Pennsylvania, I cordially 
invite this Convention to hold the next session in' the city of Phila- 
delphia. While I recognize that Pennsylvania, particularly Philadel- 
phia, lies in the extreme East, and we ask our western friends to travel 
a good ways, yet I reinember it well that within her borders the great 
insurance interests of this country were born, and in that city, I can 
assure this Convention, that they will be well taken care of. I hope 
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that in the consideration we will not forget the claims of Pennsylvania 
in this Convention. I believe we never had the Convention. 

On the first ballot St. Paul received 6, Lincoln 6, New York City 
1, Thousand Islands 1, Niagara Falls 2, Philadelphia 2, Missouri not 
voting. Total votes cast, 18; necessary to a choice, 10. 

New York and Thousand Islands were then dropped. 

On the second ballot the total vote cast was 18, of which Philadel- 
phia received 2, St. Paul 9, Lincoln 5, Niagara Falls 2. 

Niagara Falls arid Philadelphia were dropped. 

On the third ballot St. Paul received 11 votes, Lincoln 7. 

Mr. Benton. I would move you, sir, that the designation of St. 
Paul, as the next place of meeting, be made unanimous. 

Seconded by Mr. Linehan. The motion carried unanimously. 

Maj. Merrill. I move that the cordial thanks of the Convention 
be tendered to the life and fire underwriters and other gentlemen of St. 
Louis, who have tendered us so many courtesies, through the President 
of our Association. 

Seconded by Mr. Kinder, and motion carried unanimously. 

Mr. Dearth. I would like to extend to my friends who voted for 
St. Paul and who so unanimously have given us the next Convention, 
the hearty thanks for the State of Minnesota. 

The President. Gentlemen, there is another matter here that 
demands your attention — the report of a committe which has never 
been acted on — the business is now lying on the table, and that is in 
reference to Fidelity Insurance. 

Mr. Kinder. I move that the report be taken from the table. 

The President. It is necessary for this Convention, I will say, 
to hold one session in the morning, a short one, because the Chair 
has to appoint the Committees to which various matters are referred, 
and the present Chairman does not desire to make those appoint- 
ments until after he has conferred with various members of the 
Convention. If our meeting here is of any purpose at all, the appoint- 
ment of these Committees is a matter of very great importance, and 
to-morrow morning the appointment will be made and these various 
questions assigned to them anew, so that they may know, and com- 
mence right away with the work that they will have on hand. As we have 
finished all other matters but that, and the Fidelity question, we might 
let it go over until to-morrow morning, if you gentlemen deem proper. 
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Mr. Harvey. I move that the Fidelity question t?e taken up 
to-morrow morning, instead of this afternoon. 

The motion was seconded and prevailed. 

Mr. Talbott. I want information as to the time of the next Con- 
vention; who is that fixed by? 

The President. That is a matter to be fixed by the Convention, 
or the authority must be given to the incoming President. 

Mr. Benton. I move you that the incoming President be autho- 
rized to fix a date for our next Convention. I suppose, as a matter of 
course, he wants to confer with the Insurance Department of Minnesota 
aa to the best time to hold it. 

Seconded by Mr. Toby. The motion prevailed. 

Mr. Luper. The Convention having left the fixing of the time 
for the next Convention in my hands, I would be very much pleased to 
have some expression as to the time, or about the time. Some members 
of the Convention recommend that we ought to have the Convention 
much earlier. At this season of the year many of the Departments 
are busy with their official work, and some make that an excuse for 
not attending, and I would like to have at least some expression on the 
part of the Convention on that point. 

Mr. Linehan, of New Hampshire; Next fall is our annual circus 
in the month of October, and we would like to have it early in Septem- 
ber, if possible. 

The Chairman. In response to Mr. Luper's suggestion, I would 
say that judging from the various communications received from a 
number of the supervising officers, I could not imagine that a much 
worse time than this could possibly have been selected. Especially is 
that so in those States where there is no separate Insurance Department. 
I was very much astonished to learn that in a number of States the 
Boards of Equalization were in session and the principal supervising 
officials of insurance, by virtue of the real office that they holcj, are 
members of the Boards of Equalization. That, of course, commands 
their attention firbt, and also in one State at least the Legislature is in 
session, demanding the attention of the gentleman who is only ex-officio 
the Superintendent of the Department of Insurance. I am inclined 
to think, from my own experience in this matter, that if it were held 
at an earlier date even than September, and being held in September — 
certainly the latter part of September is not a good time to hold a 
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Convention, nor is the beginning or shank end of the month a good 
time for it, either. I find by experience a great many gentlemen want 
to be at home to attend to their own affairs, and we will try and get at 
some other date than that, aside even from the election next fall. 

Maj. Merrill. Just as a matter of getting an expression of 
opinion, and only as a matter of opinion, I move that the time be sug- 
gested as the second week in September. 

Motion seconded by Mr. Linehan. 

Mr. Toby. I would suggest the third week in August. 

Mr. Talbott. I tell you what I think is a practical way. I 
think the Chairman between now and then, could correspond with the ' 
commissioners and find out from them the condition of their offices 
and their business, and find out. They can tell better six months 
from now, or a year from now nearly, what time suits, and he can find 
out then what a majority of us want, better than he can to day. I 
think the safe way is to leave it to him. He is not going to call a 
Convention that suits a minority of this body ; he will endeavor to have 
the majority of all the States. 

Mr. Benton. From my knowledge of the country around St. 
Paul, I would offer a suggestion, which I think would please all the 
members of the Convention ; the second week of June has the best 
fishing up in that country. I think we can all enjoy ourselves more in 
the second week in June than the second week in September. 

Mr. Hurd. I suggest that we hear from the Commissioner of 
Minnesota with reference to that; he ought to be able to inform us. 

Mr. Dearth. Mr. President, as far as the convenience goes, the 
citizens of St. Paul will suit the convenience of the commission. As 
far as the date goes, the middle of June is a very good month. It is 
nice weather up there. But as far as a convenient time goes, take it in 
September, we shall be in the throes of the campaign, and conventions 
generally come up in September, and any time from the middle of June, 
July or August, that may suit the Commissioners, would suit the 
pleasure of St. Paul, as far as the entertainment goes, why, any months; 
it is immaterial. 

Mr. McBride. I should think any time between July and sec- 
ond week of September. I know along in June it would be impossible 
for me to attend. The 30th of June is the end of our fiscal year, and 
I have to get out the report by that time ; and in the spring of the year 
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it would be almo&t impossible for me to get away ; I don't know whether 
it is so with others. Why I do not want to go later than the second 
week of September, is because we have got a little job on hand in Kan- 
sas that we want to attend to next year, and I want to help. 

Mr. Kinder. I don't think any of them know anything about 
the throes of an election until they come over to Ohio and watch one. 

Col. Ellerbe. I think Mr. McBride has a good idea of it now. 

Mr. Lcjper. I do not want to press my motion even for an 
expression of opinion. I thought the gentlemen were all here, and it 
was easiest to get at it now. 

Maj. Merrill. This suggestion in June — we have got a Legis- 
lature down in Massachusetts that sits five and a half to six months 
every year, and they are almost always in session on the 15th of June 
and I never let a Legislature escape without staying there and 
watching it. 

Mr. Talbott. Any time that the chairman suggests I will go. 
Col. Ellerbe. So will I. 

The Convention then adjourned until 10 o'clock A. M., October 
2, 1891. 



THIRD DAY. 



Friday, October 2, 1891. 

The Convention was called to order at 10 o'clock a. m., by Presi- 
dent Ellerbe. 

The President. Under the report of the Committee on Blanks, 
which asked for an extension of time, I desire to say in reference to that 
matter that that committee will be continued, of course subject to the 
supervision and re-arrangement, as is the intention of this body, of the 
incoming President. 

Under report from the Committee on Legislation it was ordered 
that the Chair appoint a special committee, consisting of fiv6 members, 
to go through with the various questions submitted to them, and have 
a report in order when the Convention meets one year from now. 

Under the authority conferred, the Chair appoints as such com- 
mittee, Messrs. Linehan, Kinder, Talbott, Dearth and Hurd. 

Now, as to the appointment of a special committee 'to consider the 
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non-forfeiture question, I find from a conference with .the gentlemen of 
the Convention that there is some dissatisfaction as to the extent of the 
resolution. 

Maj. Merrill. I move that we reconsider the resolution for the 
appointment of that committee, for this reason; It seems to me that it 
is something, in the first place, that we cannot do, and a very undig- 
nified thing for us to attempt to do— to appoint a committee comprised 
of outsiders. It would be a very strange proceeding to appoint three 
presidents and three actuaries outside of this body. It seems to me it 
would be better to put the resolution in the shape the other one 4 was, 
upon which a committee has just been appointed — that we appoint a 
committee from this body, with authority to call into their councils 
such officers of the insurance companies and the Actuarial Society as 
they saw fit, to act with them. 

Mr. Luper. I would suggest, if there be no objection, the original 
resolution will be made to read so as to comply with the substitute 
offered therefor by Maj. Merrill, of Massachusetts. 

Mr. Harvey. Mr. Chairman, I will say I wrote that resolution, 
and my recollection is that it reads: "That a Commission, to consist of 
three Commissioners or Superintendents of Insurance and two Depart- 
ment Actuaries, with authority to invite, to meet and act with them 
three presidents of life insurance companies and three members of the 
Actuarial Society of America, not connected with State Departments." 

Maj. Merrill. I would not tie the hands of the committee by 
asking them to confine themselves to three presidents; they might want 
to ask another officer of a life insurance company ; and it might not be 
sufficient to call in three actuaries, they might want to call in ten, they 
might call in but one. It seems to me that the more actuaries — with 
all due deference to the actuarial profession — the more remote the pos- 
sibility of reaching a conclusion, and we don't t want the committee tied 
up to either three presidents or three actuaries, but give them author- 
ity to call in all the persons they want. 

Mr. McBride. We might leave out all the" actuaries, but consult 
presidents, actuaries and life insurance men generally on the subject, 
without putting it in the resolution. 

Mr. Kinder, With authority to bring in books, papers and 
persons. 

Mr. McEwen. I am in favor of the motion to reconsider this 
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resolution, while I am not in opposition to the accomplishment of that 
which is sought. I am fully persuaded that this bears upon legislation, 
and about the only thing which we can do in this, body is to call atten- 
tion, as well as we can, by action of some kind, to the situation in which 
this matter is at the present time, so as to avoid making it any more 
complicated ; and also that the insurance men who are consulted about 
it by the different State legislatures, may have their attention called to 
it, so that they may warn legislatures not to confuse this matter any 
more than it is at the present time. It strikes me, Mr. President, that 
the best thing we could do with this, when it comes to the matter of 
reconsideration, would be to- put the substance of our ideas into a reso- 
lution ; and then its natural course, it seems to me, would be to go to 
the Committee on Legislation. This would be a great body of men, if 
constituted as Brother Harvey here wants it; and our experience has 
been that with such bodies of s men we accomplish little, perhaps nothing, 
in the way of definite action, and I think it would be best for us to 
content ourselves with expressing the ideas # of the Convention in the 
form of a resolution, and then allow our Legislative Committee to bring 
it up for such further action as may be deemed advisable. I am heartily 
in favor of Maj. Merrill's remark, that we come at this matter in a dif- 
ferent way. 

The motion to reconsider was carried. 

The President. The question stands open for action. 

Mr. Kinder. Mr. Chairman, I would suggest that if a committee 
be appointed to consider this question, that the appointment of the com- 
mittee would carry with it all power, if necessary, to a full investiga- 
tion of the subject, which power would naturally embrace the calling 
upon any person qualified to furnish information, for the information 
they may desire, and whether they get it from insurance presidents, 
insurance actuaries or anybody else. It is the information they are 
after, and they would have full power, under that simple appointment, 
to obtain everything that this more extended authority would give 
them, and I would suggest that the committee consider that subject ; 
that is what would be necessary. 

Mr. Benton. Is there any motion before the House, Mr. President ? 

Mr. Luper. I understand the motion by which the resolution of 
yesterday has been reconsidered, which would be the original resolution 
before the House. 
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Mr. Benton. I move to eliminate from the resolution all after : 
" Commission * * * shall be appointed." 

Maj. Merrill. ' I think the resolution should read : "A Commis- 
sion, consisting of three Commissioners and two Department Actuaries, 
with authority to invite to meet and advise with them such represent- 
atives oi life insurance as they may deem advisable, to report," etc. 
That will coyer it. 

Mr.McEwen. With all due deference to my excellent friend, I 
am still in opposition to one part of this excellent substitute before us 
now, and I move that all parts of this resolution relating to the matter 
of appointment of special committee be stricken out, and that the subject 
matter of the resolution be referred to the Committee on Legislation. 

Col. Ellerbe. (Mr. Luper in the Chair.) Mr. Chairman, I 
hope very much that that part of this resolution with the amendments 
suggested will not be adopted for this reason : The Committee on Laws 
and Legislation have now as much as can possibly occupy them, as 
much as they can take care'of, if it is properly given proper attention, 
betwixt now and the meeting of the next Convention. Now it is pro- 
posed to appoint a special committee to examine this question, it being 
the intention of the resolution to prepare such amendments to the exist- 
ing statutes as may be necessary, submit it to our incoming Convention, 
and if it meets with the approval of that body, to ask the several States 
to take it up and act on it. 

To you, gentlemen, who are not troubled with this sort of thing, 
perhaps this is not a question of any importance; but to our Depart- 
ment here it is one of daily inquiry, as to the manner of determining 
the rights of a policy holder, and it is for that reason that I beg again 
to call the attention of this body especially to that matter, and ask that 
a body of meu who are familiar with this subject take it up. , While the 
resolution was offered by my associate, not after any conference with 
myself, still it meets with my approval. These gentlemen may, in the 
interim, get together and devise some means to meet the requirements, 
and submit it to our Convention when it meets, and then and there it 
may probably go before the Legislative Committee, and reported then 
at that Convention. The Committee on Legislation have now enough 
to occupy them fully until the next meeting of the Convention, and I 
hope that the resolution, as amended by Maj. Merrill, will be adopted. 
Put these gentlemen on that question, take the several laws of the 



PROCEEDINGS. t7 

States, compare them and see if something can be gotten that will meet 
the requirements of the case. 

Mr. Benton. I am in harmony with Col. Ellerbe on that ques- 
tion, and it seems to me that this is one of the most mistaken ideas for 
the Committee on Legislation to do this work in addition to the work 
they already have to do. 

Mr. MoEwen. McEwen is not seconded, and I think we might 
shut off all this discussion. I don't care to be pounded, when I am not 
in the ring. 

The Chairman (Mr. Luper). I think the point is well taken. 

Mr. Benton. It is my idea that we might eliminate from the 
resolution that part giving the committee authority to call upon insur- 
ance men generally for information. It seems to me, if they have any 
authority anyway, it would be their duty, perhaps, to seek such infor- 
mation, as they might be able to obtain, without any reason in the 
resolution. 

Col. Ellerbe. I think that if the committee would consider the 
authority to call in and associate others with them, not only to devise 
the means to do this thing, but to get as much power and force behind 
the movement as possible, and if you get committed to it — commit the 
officials of the insurance companies to this sort of legislation, it will be 
much easier to adopt it, than if it simply meets with their approval. 

Mr. Kinder. Will you permit a question ? 

Col. Ellerbe. Yes, sir. 

Mr. Kinder. I understand this resolution gives the committee 
power to call in and associate with them in the work of the committee 
certain persons who are not members of this Association. Supposing 
that these people, who are called in from the outside, disagree with the 
members of this committee in such numbers that they overrule and 
override this Association — and their ideas run the Association ? . 

Col. Ellerbe. We would not let them vote. 

Mr. Kinder. If you associate them with you as members of the 
committee they would be part of the committee. 

Mr. Harvey. To get the correct idea from the language that' 
Major Merrill used, I would suggest that it be read again. 

The Resolution was read as follows ; 
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Resolved, That a commission to consist of three Commissioners or 
Superintendents of Insurance, and two Department Actuaries with authority to 
meet and advise with them, such representatives of life insurance interests, as 
they may deem advisable, shall be appointed to report some uniform rule of action 
upon the matter of non-forfeiture of life insurance policies, such commission to 
report at the next session of this Convention. 

Mr. Luper. Mr. President, I desire to offer the following 
substitute : 

Resolved, That a commission of three Commissioners or Superintendents 
of Insurance and two Department Actuaries, with authority to invite such 
representatives of life insurance interests, as they may deem advisable, shall be 
appointed to report some uniform rule of action upon the matter of non-forfei- 
ture of life insurance policies. If in their opinion such legislation is deemed 
expedient, such Committee to report at our next meeting. 

Maj. Merrill. I accept that for my own. 

The President. It is moved and seconded that the substitute be 
adopted. 

The substitute was adopted. 

Maj. Merrill. Mr. President, the Executive Committee to 
whom was referred the resolution offered by Mr. Vail, report the reso- 
lution and recommend its adoption in the amended form. We have 
stricken out about one-half of the resolution. 

The resolution as amended is as follows : 

The term of service of the various committees, except the Executive Com- 
mittee, shall expire with the adjournment of the Convention or upon appointment 
of their successors. 

The President of the Convention shall within sixty days afterhis election 
appoint the various committees other than the Executive Committee, designat- 
ing the Chairman, and through the Secretary notify the various members of their 
appointment, securing a written acceptance if possible. A list of the various 
committees when completed to be sent to the Insurance Journals for publication. 
The President shall have authority to appoint new committees, and assign to the 
same such matters as he may deem advisable to expedite the business of the Con- 
vention* and accomplish the best results. 

The Chairman of each committee shall personally and through the Secre- 
tary of the Convention communicate with such persons, companies or associations 
as shall be interested in the matter of which the committee shall have charge, 
requesting the submission of papers, opinions, facts, etc. to the committee on such 
matters, for consideration and report to the Convention at it& next session. 

Mr. Landers. I move its adoption. " 

The report of the Committee was adopted. •*.•-. 
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The President. Under the resolution amended and adopted a 
few moments since, the Chair appoints as a committee, consisting of 
three Commissioners and two Actuaries, Maj. Merrile of Massachusetts, 
Mr. Pierce of New York, Mr. Luper of Pennsylvania, Mr. Harvey of 
Missouri, and Mr. Whiting of Maine. 

The President. Gentlemen, the only unfinished business re- 
maining before the Convention is the resolution offered by Mr. Luper, 
relative to Fidelity Insurance and the reserve thereon. The Secretary 
will please read the resolution. 

. Mr. Luper. While the Secretary is finding that, I desire to call 
your attention to the fact, that at the last session of this Convention at 
Cleveland, a resolution was adopted requesting the Executive Com- 
mittee to report to this Convention a set of By-Laws, and I believe 
they have not reported. 

The Secretary read the resolution as follows : 

Mr* Presidents Your Committee appointed to consider the subject of 
Reserves for Guaranty or Fidelity Insurance companies, met at Indianapolis, Ind., 
on June 30th. Communications from officers of Fidelity Companies were read, 
and statistics of the experience of these companies were examined with reference 
to their bearing upon the question. 

As the opinions read seemed to .fall short of positive conviction, and the 
data furnished insufficient to warrant a final determination of the problem, your 
committee can do no more than to recommend the following : 

Resolved, That the reserve for Fidelity policies which terminate absolutely 
with the time for which they. are written or renewed, shall be a percentage of the 
amount of insurance in force, determined by the experience of each company 
itself, in the relation of its losses- incurred to the mean amount at risk during 
such a period of preceding business operations as will afford an average rate. 

Resolved, That until such an experience of companies can be had, bonds or 
policies running more than one year from date, and which have to be approved 
by an order of Court, or under which liability of the insured continues, until dis- 
charged by such an order, shall be reserved for by eighty per cent of the premiums 
received or unexpired risks. 

Yonr committee recommend that Fidelity Companies be required' to make 
separate reports in their annual statements of the different branches of their 
business, as well as a separate accounting of assets, liabilities, receipts and ex- 
penses. 

We further recommend that this session of the Convention adopt a new 
blank for separate use of Fidelity and Surety Companies in making annual state- 
ments. 

Respectfully submitted, 

GEO. B. LUPER* 
A* F % HARVEY. 
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Maj. Merrill. Before the discussion begins I move that the 

word "shall" in both instances be stricken out and the word "should" 

be inserted. I take it only as an expression of opinion, and the words 

that " it shall be" is apparently binding the Department, but it finds its 

. hands tied by the action of the statute. 

The President. Unless there be objection it will be inserted in 
the amendment. 

Mr. Harvey. I hope the Convention will see the propriety of 
separating these two resolutions. I do not want to undertake to re- 
state the argument which I made the other day upon the matter of the 
reserve on Fidelity Insurance. For myself I am perfectly well satis- 
fied that the principle which is outlined there is the one which is 
applicable, and ought to be adopted for the determination of the reserve 
to bind the companies doing that kind of a business. I went further in 
the argument to say, that it will apply to Insurance Companies, other 
than life, of all kinds. I hope next year to demonstrate that pretty 
thoroughly. But I was on both sides of the question apparently, tak- 
ing issue with the committee, upon the other resolution. There seems 
to be three phases of this question. I believe that upon judicial corpo- 
rate suretyship there ought to be no loss whatever if the business is 
conducted as it is conducted by one of the companies, the American 
Surety, and as it ought to be conducted by any other company that 
undertakes that business. In any event, even for the companies where 
there has been some loss, there is no necessity in my judgment for re- 
serving anything beyond the ratio of the loss which the experience 
of the company has determined falls actually on the company. The 
paper which I read from Mr. Rawlings of the Gurrantee Company 
of North America, goes also in the direction of the committee report. 
He wants the entire premiums collected on that business reserved until 
the determination of the bonds. Here are three phases of this question, 
and so entirely different from each other, that I hope we will have a 
separate vote upon them. I move that the first resolution be adopted. 

Col. Ellebre. l£r. Harvey asks for a separation of the question. 

Mr. Kinder. It is not a resolution in form, but a substitute. 

Mpi Harvey. That was adopted yesterday morning in the re- 
port of the sub-committee on the President's address. 
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Col. Ellerbe. If there is no objection the question will be 
divided as follows : " Resolved, that the reserve for fidelity policies 
which terminate absolutely with the time for which they are written 
or renewed shall be a percentage of the amount of insurance in force, 
determined by the experience of each company itself, in the relation of 
its losses incurred to the mean amount at risk during such a period of 
preceding business operations as will further an average rate/* 

The vote will come upon the first proposition. 

Mr. Whiting. Mr. President, it seems to me that it is a very 
radical method. What we want to get at is something which will 
measure the basis of the risk. If we had the basis of the risk — the 
true risk which was obtained in regard to any given number of risks of 
insurance, it could very easily be measured what the loss is, but as we 
are not in that position with regard to fidelity insurance, and we are in 
very much the same position as regards fire insurance, and the real 
method is to make the best approximation that can be reached. Now, 
the old fashioned way of reaching this approximation is to take a per- 
centage of the premiums which the company itself exacts, that is upon 
the' assumption that the company understands the business which it has 
written better than anybody else, in the absence of statistics, and that 
their own self-interest will require a sufficient premium for that pur- 
pose. That is the old-fashioned way in getting at that, in determining 
risks. This is a new departure, taking the company's experience for a 
number of years back, and using that as a basis of measurement ; in the 
first place there is no experience back ; the fidelity and casualty insur- 
ance business is not very well understood; it is not very well under- 
stood by the Commissioners, or the people that are running it, I 
imagine. Suppose an instance — suppose that a company makes a 
change, finds its operations in the past unprofitable and makes a change. 
Now the risks are to be measured by experience which runs five years 
back, but the past five years experience is not necessarily the sort of 
measure at the present time, nor with changed methods, for the future, 
so it seems to me that the departure is so radical a one, and it is so 
liable to error, that we shall not be able to measure the risk as well as 
by the old method. 

Col. Ellerbe. What is the old method ? 

Mr. Whiting. Some percentage of the premium which the con}- 



pany is charged with. It deems to me the departure is an extremely 
radical one. Now I see my way clear to vote for the resolution as a 
whole," but when you coijie to separate it and present it as a siftgle rule, 
it seems too radical a departure. 

Mr. Harvey. The only measure which we have for life insur- 
ance is upon past experience. Every one of the mortality tables which 
are in use by insurance departments was made upon the experience of 
the life insurance companies ; those which are in use and in practical 
operation in the business. It is only from experience already gained, 
and without any reference to that which is ahead, that we can act in 
any respect in the matter of life reserves. Mr. Whiting was not in 
when I read the argument upon this business. I tried to show then, 
and I think I did, that when we get the measure, from the mean 
amount at risk, of what ought to be reserved upon the whole amount 
which is at risk on the day of the valuation, we may or may not get a 
reserve of the old percentage, 50 per cent. 

: MaJ. Merrill. It seems to me, Mr. Harvey has not answered 
the "objection that Mr; Whiting raised. He don't say to us that in life 
insurance all we have is experience, because we have the experience. 
The committee tell ua in the very next resolution, that in this matter 
we have not the experience. As I understand it, the committee says 
that their proposed reserve should be based upon experience, and they 
have not the experience to base it on. 

Mr. Harvey. Mr. Chairman, on one branch of this business, 
corporate suretyship, we have not a sufficient experience. 

Mr, Kinder. Now, from the discussion it is evident that a very 
radical departure from any standard that has been had in the past, is 
proposed. I want to read the report of the committee, and I think it 
is the best argument why this Convention should not take any step at 
all in the matter. " Communications from officers of fidelity companies 
were read, and statistics of the experience of these companies were ex- 
amined with reference to their bearing upon the question/' Now, 
there. is the statement that they called for their experience, and these 
statements were examined and read. " As the opinions read seemed 
to fall short of positive conviction, and the data furnished insufficient 
to warrant a final determination of the problem, your committee can do 
no mare than to recommend the following," Now, in substance, that 
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language means that although we have taken the experience of these 
companies which they have furnished us, and we took the opinions of 
the people who made a study of this question, yet, notwithstanding the 
fact that we have taken all that, and gauged it, yet we have not suffic- 
ient experience to base an opinion, and we risk the opinion outside of 
the evidence which they furnish, that notwithstanding these facts which* 
they have furnished we should recommend something else. I for one 
don't feel like committing myself to an opinion I don't know anything 
about. I suppose the proper way would be to re-commit this question 
to the committee until we know something about it. I make the objec- 
tion to committing this Association to so radical a departure. It* 
throws this Convention off at a tangent, and attempts to make some 
recommendation that they have no authority over, and I am oppbsed 
to it. • 

Maj Merrill. A member of the committee was not willing to 
have the resolution acted upon together. He wants ua to act upon this 
thing separately. He separates them entirely, and makes us declare 
this opinion. 

Mr. Harvey. Fidelity business and corporate suretyship are 
two separate things ; they are not the same thing. Now in regard to 
what Mr. Kinder said, I admit that the report of the committee is 
faulty in one thing. It does not state that although at the time the 
committee met in Indianapolis, we did not have the experience of the 
companies, that I went East right afterwards, and among the com- 
panies and got the figures giving the fidelity experience then wanting. 

• Maj. Merrill. What I base my argument on, the resolution is a 
resolution in regard to fidelity policies; the second resolution says: 
" Resolved, that until such an experience of companies is had," 

Mr. Kinder. For the purpose of getting the sense of the Con- 
vention, I move that this matter be referred to a proper committee with 
instructions to report at the next meeting of this Convention. 

Seconded by Mr. Benton. 

Mr. Brinkerhoff. If it is in order I would like to have the 
gentleman write out his resolution formally. 

Mr. Kinder. The resolution is, that the whole subject matter 
be re-committed to the committee having charge of it, with instructions. 
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to report at the next session their recommendations, together with the 
data upon which the conclusion is reached. ' 

Motion carried. 

The President. Does that take up only the first part of the 
resolution, or does it take np the whole question. 

Maj. Merrill. I move the whole question take the same course. 

Mr. Luper. I offer the following resolution : 

" Resolved, that the thanks of this Convention be, and are hereby 
extended to Mr. Edward Wilkerson, President of the Covenant Mutual 
Life Insurance Company, and to the Odd Fellows of St. Louis, for the 
use of this hall, and courtesies extended to the members of this Con- 
vention." 

The resolution adopted unanimously. 

Mr. Benton. I have a resolution wljich I would like to read and 
have adopted. It is as follows : 

" Resolved, that the thanks of this Convention be tendered to the 
Hon. C. P. Ellerbe for the fair and impartial manner with which he has 
presided over the deliberations of this body, and for the kind and 
courteous treatment extended by him. 

" Resolved, further, that we extend a vote of thanks to our worthy 
Secretary, Hon. J. J. Brinkerhoff, for the excellent manner in which he 
had recorded the minutes of this meeting." 

The resolution adopted unanimously. 

The President. Is there any further business before the Con- 
vention ? 

Mr. Whiting. I would like information whether the standing 
committees have been formed? 

The President. That is the work of the coming President, and 
not the outgoing. 

Mr. Whiting. It would be a little convenient to know before 
we leave the City what committee on Morality and Interest would be, 
so as to have some little preliminary understanding. 

The President. That would necessarily go to the incoming 
President. 
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Mr. Kinder. . That resolution we adopted gives him sixty days. 

Mr. Luper. I still insist on that report from, the Executive 
Committee on By-Laws in the order of business. 

The President. The Chair would be more than glad to have the 
report made, but I am afraid that they will put it over for another year. 

Maj. Merrill. The Committee have had several laborious ses- 
sions upon that question, but this Convention has been running with 
more or less success without any Constitution and By-Laws, and being 
entirely disagreed among themselves as to what kind of a Constitution 
and By-Laws this body ought to have ; the committee have come to 
the conclusion to make this report, and to ask that they be given 
further time. (Laughter.) 

Mr. Benton. I move the apology of the Executive Committee 
be accepted. 

Maj. Merrill. For two or three years we have not had printed 
the proceedings of the Convention. They were formerly printed — for 
several years they were not printed — then Commissioner Cheek who was 
President, directed that they be printed at his own expense, or at the 
expense of his department. The two succeeding Presidents followed 
that line of operation, but the question came up last year, and I think 
it was agreed that the outgoing officers procure the printing of the 
minutes, and having ascertained the expense, that there should be an 
appropiiation from the various departments for the purpose of meeting 
it. I believe that was the agreement. 

The President. At the Convention in Cleveland, on motion of 
Mr. Cheek, whose department had twice defrayed the expense of re- 
porting and printing the proceedings of the Convention, it was agreed 
that the expense should be pro-rated, after having been paid by the 
out-going officers of the Convention among the several States. 

Maj. Merrill. I made the suggestion now because I thought 
some of the departments might not have a contingent fund from which 
they could make an appropriation of that kind. It" tney have not, I 
wish they would kindly notify the President before ihey Ifave, oi that 
fact, so that he can assess the rest of us who have such ;i fund a little 
more heavily. 
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